FA-87-02 


Ontario 


3 1761 11652099 0 


UMNO 


ENVIRONMENTAL 
ASSESSMENT 
BOARD 


VOLUME: XLI 
DATE: Tuesday, August 30th, rae YELIN 
BEFORE? M.I. JEFFERY, Q.C., Chairman 

E. MARTEL, Member Leary gS 


A. KOVEN, Member 


FOR HEARING UPDATES CALL (TOLL-FREE): 1-800-387-8810 


REPORTING INC. 


(4416) 482-3277 


2300 Yonge St.. Suite 709. Toronto. Canada M4P 1E4 


FA-87-02 


apzon 
EAB 
—H LY 


Ontario 


ENVIRONMENTAL 
ASSESSMENT 
BOARD 


VOLUME: XLI 
DATE: Tuesday, August 30th, 1988 VA LVN 
BEFORE: 


Mea tinroia rhe Ravens Onna dita pie inal 
EY EMART Et Memb en, ey (VEH 


Ave KOVENG i Member 


FOR HEARING UPDATES CALL (TOLL-FREE): 1-800-387-8810 


ASSCLIAIES 
REPORTING INC. 


(416) 482-3277 
2300 Yonge St.. Suite 709. Toronto. Canada M4P 1E4 


he Te 
ft 
Na 


te 


u¢ 


UM 
oa 
eo. 
it ‘ 


e iA 


thy 


— 


EA-87-02 


HEARING ON THE PROPOSAL BY THE MINISTRY OF NATURAL 
RESOURCES FOR A CLASS ENVIRONMENTAL ASSESSMENT FOR 
TIMBER MANAGEMENT ON CROWN LANDS IN ONTARIO 


IN THE MATTER of the Environmental 
Assessment Act, R.S.O. 1980, c.140; 


- and - 


IN THE MATTER of the Class Environmental 
Assessment for Timber Management on Crown 
Lands in Ontario; 


~and = — 


IN THE MATTER of an Order-in-Council 
(O.C. 2449/87) authorizing the 
Environmental Assessment Board to 
administer a funding program, in 
connection with the environmental 
assessment hearing with respect to the 
Timber Management Class 

Environmental Assessment, and to 
distribute funds to qualified 
participants. 


Hearing held at the Ramada Prince Arthur 
Hotel, 17 North Cumberland St., Thunder 

Bay, Ontario, on Tuesday, August 30th, 1988, 
commencing at 9:30 a.m. 


VOLUME XLI 
BEFORE: 
MR. MICHAEL I. JEFFERY, Q.C. Chairman 
MR. ELIE MARTEL Member 
MRS. ANNE KOVEN Member 


Farr & Associates Reporting, Inc. 


Ce ae 


ean | 


oo i i - 
ASU En Go ‘SATGIW: SAT VY? WAeOSS er £> UML AAS ie 
gc4° UMEeEeTe actrees Lea fads A AOS VOTER Te 
"Jeeta ws SQGlAz a OS™ OCA yal T 


i 
“s : ” . aad : ; 
Tosnemge stg? va. SEIN enT we 
.e3 - j nye 2 >. _]. 1 bes ~ LG? 4 : ; _- -) 
. , i . 
erie 7 
A 
j SizeeaivAs eta a ‘4 *5% a? *ee 
ing 7x) PY cv Pvp! Pa) nef: a » é ’ 7 
» ae | 0 
i (fs 
i ry *\ 4 ry : »4 ; —ir? t > 
; Pa a Tr >) a 5 
Vials csa7.. 40— 7 2) hie ( 
gh ,ae¢ . oF Point 2.85393 ¢, 28 - 
aiGeraogivae els iow 2olrst hee y 
* @2 ¢obypees IT pestaat Janeen mi. 7 
5 J) Ine@agndiel Jecelt 9 
=—J Dek’. (24 —aRvaer ued Conese aie ; 7 
fbogti tavp 09 naae Sieicasnle ok P v7 
‘ 4 


.o?aeR forts 3a 


er. = 6% segin : 7 . 


agos2d Stites ehsaak ods. 2e biaed gases). ; 
Ve ~i8G DOatwedans SF40K VL wasee i 
oh A160 Seaguk |, teteaut oo), u8sesc0 Gyan n= 
‘o.8. dere $5 galsvaeenye 


= 


7 
P 7 r 7 » , 
ee rarest | 
Si SAO 
i e % 
7 fi MP 
V¥ “a s 


4s - 


Farr & Associates Reporting, 


(i) 


AttareteA Ro A N°C EGS 


MR. V. FREIDIN, Q.C.) MINISTRY OF NATURAL 
MS. C. BLASTORAH ) RESOURCES 
- MS. K. MURPHY ) 
MR. B. CAMPBELL ) MINISTRY OF ENVIRONMENT 
MS. J. SEABORN ) 
MR RE LURRG OSC.) ONTARIO FOREST INDUSTRY 
MR. R. COSMAN ) ASSOCIATION and ONTARIO 
MS. E. CRONK ) LUMBER MANUFACTURERS ' 
MRF Ree CASSIDY) ASSOCIATION 
MR. J. WILLIAMS, 9Q.C. ONTARIO FEDERATION OF 
ANGLERS & HUNTERS 
MR. D. HUNTER NISHNAWBE-ASKI NATION 
and WINDIGO TRIBAL COUNCIL 
MR. J.F. CASTRILLI) 
MS. M. SWENARCHUK ) FORESTS FOR TOMORROW 
MR. R. LINDGREN ) 
MR. P. SANFORD ) KIMBERLY-CLARK OF CANADA 
MS. L. NICHOLLS) LIMITED and SPRUCE FALLS 
MR. D. WOOD ) POWER & PAPER COMPANY 
MR. D. MacDONALD ONTARIO FEDERATION OF 
LABOUR 
MR. R. COTTON BOISE CASCADE OF CANADA 
LTD. 
MR. Y. GERVAIS) ONTARIO TRAPPERS 
MR. R. BARNES ) ASSOCIATION 
MR. R. EDWARDS  ) NORTHERN ONTARIO TOURIST 
MR. B. McKERCHER) OUTFITTERS ASSOCIATION 
MR. L. GREENSPOON) NORTHWATCH 
MS. B. LLOYD ) 


thy Cece 


Digitized by the Internet Archive 
in 2023 with funding from 
University of Toronto 


https://archive.org/details/31/761116520990 


APPEARANCES: (Cont'd) 


MR. 
MR. 


MR. 


MR. 


MR. 


MR. 


MR. 


MR. 


MR. 


MR. 


MR. 


MR. 


MR. 


MR. 


MR. 


MR. 


MR. 


MR. 


J.W-) ERICKSON,. Q.C.) 


B. BABCOCK 

Dew sCOLL ) 
J.S. TAYLOR) 
J.W. HARBELL) 
S.M. MAKUCH ) 
J. EBBS 


D. KING 


D. COLBORNE 


R. REILLY 


H. GRAHAM 


G.J. KINLIN 


S.J. STEPINAC 


M. COATES 


P. ODORIZZI 


R.L. AXFORD 


M.O. EDWARDS 


P.D. McCUTCHEON 


) 


(ii) 


RED LAKE-EAR FALLS JOINT 


MUNICIPAL COMMITTEE 
NORTHWESTERN ONTARIO 
ASSOCIATED CHAMBERS 
OF COMMERCE 


GREAT LAKES FOREST 
PRODUCTS 


ONTARIO PROFESSIONAL 
FORESTERS ASSOCIATION 


VENTURE TOURISM 
ASSOCIATION OF ONTARIO 


GRAND COUNCIL TREATY #3 


ONTARIO METIS & 
ABORIGINAL ASSOCIATION 


CANADIAN INSTITUTE OF 
FORESTRY (CENTRAL 
ONTARIO SECTION) 
DEPARTMENT OF JUSTICE 


MINISTRY OF NORTHERN 
DEVELOPMENT & MINES 


ONTARIO FORESTRY 
ASSOCIATION 


BEARDMORE-LAKE NIPIGON 
WATCHDOG SOCIETY 


CANADIAN ASSOCIATION OF 
SINGLE INDUSTRY TOWNS 


FORT FRANCES CHAMBER OF 
COMMERCE 


GEORGE NIXON 


Farr & Associates Reporting, Inc. 


TWIGG Q@IJAT BAR-TU44 GRA 
GAPTIMOS JAI STROM 


OTKHATeRO KARTEAVAT AON 


S28EMAKD GUTATDOSBS 
*o91DU €O 
TESROU BEAAL TARED 


eyo 0daeY 


SAMDITRMESZIGORS Cissy 
AOTTALOOS 2A SATTEBSOG 


HELSQOT AAVPRRY 
OISATvHS FO ASTTAL [O38 


LY YTARST .LTOWIOD OMAR 


» GITEM OL AATHO 
ROITATQOOSEA JAVIOGISOGA 


30 FTVETTSMI Vai cAvAD 
JAZTMAO) YoOTeREROY 
‘MOTTONG OCTAATHO 
BoLv20t fo Pehwracdad 


MRFATAOM YO VATSIVUIM 
A74IM & THRNDOI2VEd 


TATISAIN CTRATHO 
' BOITALSOCOA 


AOOT“Ie HVA T-E20mM NARS 
(TeT3Ce SOCH DTA 


WO. MOTTALS0OS2A: MATOAMAD 
SuyOy YHTSUGNT SOR Te 


40 ASCHAND BMAet eNOe 


nate 


(B° 360) 


MOCRDTAA .W.Y 
AMWIIEAE 1G 


‘ eToos 4G 
‘MOFFAT 8% 
TLaeeeay .W.S 
( HAVA .M.@ 


esate. | ° \ 
SMTA: .G 


fHSOgG Io + G 


(Jd Tae | 


HARASS: »o 


MEJKIA .G.8 


PAULISZTS .G.4 


EZTAOD «ff 


Sserg000 DH | 


: 2a MARABSS A” 


4AM 
aM 


» Aa 
. iM 


ae 


> 


a 
a 


a 


Valgialy) 


APPEARANCES: (Cont'd) 


MR. C. BRUNETTA NORTHWESTERN ONTARIO 
TOURISM ASSOCIATION 


Parr & Aaeannciates Renortina. Inc. 


(h' 3a00) 


L[TauUSE ..D Ue 


(iv) 


Le NeDebex OF PSREOSC SEMES Del NEGESs 


Witness: Page No. 


PETER R. ANDERSEN, 
JOHN M. DUNCANSON, 


ALISON COKE, Resumed 6797 
Continued Cross-Examination by Mr. Castrilli 6797 
Cross-Examination by Mr. Campbell 6842 
Re-Direct Examination by Ms. Blastorah 6960 


Farr & Associates Reporting, Inc. 


: £itiwes> Te YG Ae 
ilednwe? 
Gato f$enl€ , on re : 


ree 


eens . 8 ae 
vi rh Lee Pl 


—<s 


bem ce : W207 oe ‘ 


hie,’ e z 


1 er LAA wv hea he J sisnoD 


ied coltieniseee-seure 
and Joes ig-ag 


ova 


---Upon commencing at 9:45 a.m. 

: THE CHAIRMAN: Good morning, ladies and 
gentlemen. The Board apologizes for the delay in 
starting today. 

MR. CASTRILLI: Mr. Chairman, I 
understand Mr. Cosman has a preliminary matter. 

MR. COSMAN: Mr. Chairman, Mr. Freidin 
has asked for my assistance in respect of your decision 
to visit one of the mills in the area on Wednesday 
morning. 

I made tentative arrangements, but I am 
asking who is going to be there in terms of numbers and 
what time, so it is a matter of logistics at this 
particular time. 

THE CHAIRMAN: Well, we are not 
constrained as we were with the helicopter tour, so if 
representatives of the parties who have been present 
wish to accompany the Board, I do not think the Board 
has any particular objections. 

Other than that, what else do you want to 
know in terms of who is going to accompany us? 

MR. COSMAN: In that respect it will be 
helpful in terms of security and number of hard hats 
and other such matters. 


THE CHAIRMAN: I take it it won't be a 
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problem for one of the mills to, say, bring ten people? 

MR. COSMAN: It would not. All I would 
need to know is a show of hands or names of those who 
will be attending. I can give those names plus two to 
the mill operator and they will be able to make 
accommodation. 

THE CHAIRMAN: It is my understanding, is 
this correct, Mr. Cosman, we are going to visit one 
mill? 


MR. COSMAN: Yes. Just for your 


information we tentatively set up for one one it is an 
ingrade mill with pumice, newsprint, stud mill, it is 
the Great Lakes mill in Thunder Bay. 

THE CHAIRMAN: Very well. 

MR. COSMAN: If we just know the numbers 
then I can give those numbers -- names and numbers and 
the time I can give that to the mill. I understand 
from Mr. Freidin's colleague, Ms. Murphy, that she will 
provide a bus or some sort of travel accommodation from 
here to the mill. 

THE CHAIRMAN: Okay. Well, could we just 
have a show of hands of those parties who wish to 
accompany us? 

Mr. Castrilli, you will be there? (show 


of hands) Mr. Cosman? 
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Say 


MR. COSMAN: Yes. 

THE CHAIRMAN: What about Mr. Edwards, he 
May wish to accompany the Board. Perhaps one of you 
can contact him and see if he does, since he is in 
town. 

MR. FREIDIN: Eight to ten. 

MR. COSMAN: Perhaps at the break people 
can give me the names. I have to give a list of names 
to the mill. 

THE CHAIRMAN: I will also ask Mr. Mander 
to contact the local media to see if they wish to send 
a representative. Sometimes they do, sometimes they 
don't. So there may be somebody from the print media 
or electronic media and, of course, the three of us. 

MR. FREIDIN: Before the day is over I 
will advise hopefully where the pick-up location will 
be and the time. 

THE CHAIRMAN: Okay. Is that all? 

MR. COSMAN: Thank you. 

THE CHAIRMAN: Very well. 

Mr. Gas Cris, 

PETER R. ANDERSEN, 

JOHN M. DUNCANSON, 

ALISON COKE, Resumed 


CONTINUED CROSS-EXAMINATION BY MR. CASTRILLI: 


Q. Good morning. I understand - still 
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with you Dr. Andersen and Mr. Duncanson - I understand 


from your testimony and from your report which is 


Exhibit 191 that, for a number of reasons, you believe 


that Ontario lumber will become more dependent on the 
Ontario market in the 1990s; is that correct? 
DR. ANDERSEN: A. We made a statement 


that the Ontario market will become more important in 


the 1990s. I am not sure whether we made that comment 


for lumber or made it for other products. 
What page is that comment on, Mr. 


Castrillive 


Q. Page 188. It is the last paragraph, 


in particular, the last sentence. 

A. Yes. 

O; Would®it be fairsto Say? Dre 
Andersen, that one reason for that is that the impact 
of the 15 per cent export tax on softwood lumber will 
have the effect of imposing further costs on Ontario 
mills potentially resulting in an advantage to U.S. 
producers? 

A. Yes. 

Q. Would it be fair to say as a result 
of the U.S. market for Ontario softwood, lumber 
producers will shrink? 


Alea waonete know. -I don't think it as 
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going to shrink. I think it is our view'that it is 
going to be maintained, in absolute terms. 

O;aeiteaeretersvou to Exhibit 61, itiis 
the Woodbridge Reed Report. On that page I am 
referring to the second paragraph -- sorry, page 51. 

We are looking at the first two 
paragraphs. In the second paragraph the authors of the 
Woodbridge Reed Report say: Even today with reasonably 
high volume demand, strong markets and fairly good 
prices, many Ontario mills are only just above the 
break even point. 

Do you agree with that assessment? 

AceeLes. 

Q. And moving on to the last sentence in 
that paragraph? 

A. That's the sentence that says lumber 
mills -- it says: "...many Ontario mills..." 

Q.s>Yes. 

A. And I take it my answer referred to 
the lumber... 

Q. So your answer is limited to lumber 
mills? 

A:veyes. 

Q. I see. Okay, thank you. 


The next sentence in that paragraph 


Farr & Associates Reporting, Inc. 


24 


25 


Andersen, Duncanson,Coke 6800 
cr ex (Castriiia) 


indicates that: 

"Once markets and prices decline, as 

seems inevitable, the outlook is likely 

to be distinctly unhealthy." 

Do you agree with that assessment? If 
od want to confine it to lumber mills then I will be 
content with that. 

A. Yes, I would agree with that. 

Q. Thank you. 

Q. Would you agree that that information 
would suggest that one would have to take that 
information in account in planning for future 
tavecrial demand from the Crown forests of Ontario? 

A. Yes. 

Q. Thank you. And would the inference 
or one inference to be drawn be that, again, from the 
information, that if the markets are not there the 
demand to be met from the Crown forests may not be as 
great as anticipated? 

Would that be a fair inference? 

A. Sorry, would you just reword that -- 
not reword, repeat the question for me. 

Q. Sure. Would an inference or one fair 
inference to be drawn from this information be that if 


the markets are not there the demand to be met from the 
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Crown forests will not be as great as otherwise 
anticipated? 

A. In our demand forecast for softwood 
lumber, particularly for all wood products, we felt the 
demand would be there, but we didn't feel it was going 
to increase. a9 

As we stated earlier -- as Dr. Andersen 
stated earlier, the U.S. market will be there on a 
volume basis. The 15 per cent export tax hurts the 
financial health of the lumber industry in Ontario from 
the profitability viewpoint. 

Q. That's fine, thank you. Now, I also 
understand from your testimony that the Ontario forest 
products industry is currently in its best financial 
year in many years; is that correct? 

Aves Thatssecorrect: 

Q. It is also true, as we have already 
noted in the last two days, that the 15 per cent export 
tax on softwood lumber is a major cost to the Ontario 
producers and has resulted in reduction; is that 
correct? 

A. It is the major cost to the lumber 
industry. 

Q. Has it not always resulted in reduced 


lumber production? 
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Asm Thacens comrect. 

Q. I believe it is also true that there 
is Reed saw mills that have recently closed in Ontario? 

Ava ethatyisry corrects 

Q. And it is also true that operating 
rates at several other saw mills have been reduced? 

Ape Ulhatyasacorrect. 

Oe~sPAndsis TtPalsortruc tthatian total 
approximately 10 per cent of Ontario's saw mill 
capacity has been idled? 

Ae sithates se correct: 

QO. And can you confirm for me, Mr. 


Duncanson, that the wood products industry in Ontario 


continues to depend heavily on the domestic markets, 


the only market in which it can effectively compete or 
compete effectively? 

A. Yes, it will continue to depend 
heavily on the domestic markets. 

OerSeaAnd Tt aisithePonivyimarketvin which it 
can compete effectively? 

A. It is the only market they can 
compete in profitably. 

Q. Page 198 of your evidence, the last 
paragraph on that page, first sentence. 


ASP er naverite 
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Q. Do you agree it is the only market in 


which they can compete effectively? 


profitably. 


A. By the term effectively, I meant 


Q. That is fine. I refer you again to 


what is now Exhibit 205, the Ministry of Industry, 


Trade and Technology Report of 1986. 


A. I have it. 


Q. Page 17. We're looking at the top 


paragraph on the page under the heading: lLumber. 


The paragraph states: 
"The structure of Ontario's sawmill 


industry approaches that of a 


non-industrialized country (NIC) in that 


the capacity of a majority of the 


operating mills is below that considered 


necessary to provide significant 
economy-of-scale benefits. The 

other NIC characteristic shared by 
Ontario is that a number of small 

mills account for the major portion of 
totaleproduction. 9in 19842 sOut of%a 
total of 726 operating sawmilis only 55 
(8 per cent) would be considered world 


class units; i.e., that in excess of 
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60,000 cubic metres output annually (on 
two shifts), but it is estimated that 
this group accounted for more than 80 per 
cent of total production." 

Do you agree with that assessment by the 
authors of Exhibit 205? 

A. I would agree basically with the 
statistics. The lumber industry in Ontario is a very 
difficult one to attain good reliable data on, but I 
would tend to agree that the largest portion of the 
total production is comprized of small -- a number of 
saw mills. 

I think when you are talking about the 
lumber industry in Ontario it is very important to 
realize that you are not comparing the -- you can't 
compare it head on with other producing regions in the 
world, mainly for the fact that the number one 
determinant of when you start using words like world 
class, a large amount of the ability of the mill to 
produce a wide range of high value and diversified 
products is based on the size of the timber available. 

Ontario, and for the large part, eastern 
Canadian saw mills are taced with the problem that the 
trees are small in diameter, therefore, it restricts 


their ability to cut long length and wide widths and I 


Farr & Associates Reporting, Inc. 


24 


25 


Andersen, Duncanson,Coke 6805 
cr ex (Castrilli) 


compare it primarily to the western U.S., the western 
Canadian provinces which do have a much bigger growing 
base. 

So I don't like using words like world 
class or -- 

Q. Or non-industrialized? 

A. Or non-industrialized. 

Q. Can I ask you, you mentioned in your 
answer to my question that the tree size or the tree 
size of timber is smaller in Ontario than you said 
western Canada and western United States. 

ASE 4%es. 

Q. Can you advise the Board why you 
understand that to be the case? 

A. I have to rely on my forestry 
background for this but basically it is the species 
composition. The timber size -- predominant species in 
the boreal forest, which is primarily eastern Canada, 
comprises spruce, black spruce, white spruce and jack 
pine. Those are the predominant softwood species. 

The characteristics of the species, they 
reach maturity at a height of about 80 to 100 feet in 
diameter -- in length. The diameter very rarely goes 
much above 8 to 10 inches; whereas on the west coast 


you are dealing with 2 coastal rain forest, you are 
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also dealing with the interior belt where you get 
predominant -- on the coastal -- all the way up the 
west coast from California; righteup tom@eeceyyou are 
getting a very large forest consisting of primarily 
large hemlock and we are talking diameters upwards of 6 
Feet and you are talking about tree length in excess of 
200 feet. 

So you are dealing with a much bigger raw 
material base. The species in the interior of the 
province are also blessed with the fact that the 
western white spruce, which is the predominant species, 
grows to diameters much in excess of those in the east. 

Q. So it is species related and not 
production-- 

A. It is species related. 

O: fe>-ormeconomic? 

A. It is species related. 

OppeAlierionteathankeyvour 

Page 19 of the same exhibit, Exhibit 205, 
Item 1 at the bottom of the page. The authors of this 
report are making several tentative conclusions, the 
Lairst onesis- 

"Natural markets for softwood lumber from 

Northern Ontario are presently being 


supplied by competing producers. This 
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includes markets in Ontario and the 

ULSe4 

Do you agree with that assessment? 

A eek eS; fL7dos 

Q. Still on the same exhibit, page 45, 
the bottom of the page, the last part of the last 
paragraph -- actually the last sentence identifies: 

"Thus the current productivity of the 

entire Ontario pulp and paper industry, 

of which Northern Ontario represents the 
major part, appears significantly less 
than comparative regions.” 

It is referring to the remaining part of 
that paragraph and the previous paragraph. Do you 
agree with that assessment? 

ASeeNo,; siedonit?, I disagree: 

Q. Can you advise the Board why you do? 

A. The previous paragraph outlines that 
the 42,000 people eet onued by Stats Can as employed in 
the paper and allied industries in Ontario. First of 
all, that would incorporate all of the very 
labour-intensive converting portions. Really it 
represents the allied part of the industry which would 
include folding carton manufacturers, boxboard, a lot 


of the paper converters that are located in the 
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southern part of Ontario. It would also incorporate 
the paper mills in northern Ontario, the groundwood 
specialty mills, the coated paper mills, particularly 
the one in Thunder Bay which are more labour-intensive. 

I have attempted to separate out just the 
newsprint and the pulp mill component and this is 
back -- my data is backed up by the Price Waterhouse 
Study which basically shows that Ontario mills are as 
cost efficient on a productivity basis on ehoge basic 
commodities. 

So that is the main reason for my 
disagreement. 

Q. Sorry that was newsprint and... 

A. If you take the 8 newsprint mills, 
the 6 pulp mills and you do a productivity analysis by 
man, you get -- I haven't been able to double check it 
against the other producing regions, but we know that 
it is similar because of the findings in the Price 
Waterhouse Study for newsprint in particular. 

Os eethate setine: I understand from your 
testimony that the future competitiveness of the 
Ontario forest products industry will be enhanced 
through modernization that will be less 
labour-intensive; is that right? 


A. Could you refer me to the page that 
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you are... 

Q. Page 193. : 

A. Yes, I have that. Your question? 

Q. Sorry, it is the paragraph above the 
heading titled: Transportation. 

A. Yes. 

Q. I basically paraphrased that. Can 
you advise me whether it would be fair to conclude from 
that assessment of yours that improving productivity 
through modernization that is less labour-intensive can 
only mean that the industry will be lowering or reduce 
employment? 

A. No. I agree with the statement that, 
as we have put in our report, the new processes are 
less labour-intensive. As I stated yesterday, I do not 
believe there will be significant reductions in the 
labour pool because of the new jobs created with the 
additional -- additions of capacity and such. 

So it would be spreading the workforce 
over a bigger, more efficient working machine and I use 
machine as to include the entire industry. 

Q. On the same page you indicate that 
Ontario mills have competitive transportation rates in 
the U.S. and northeast. Do you see that under the 


heading of Transportation? 
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A. 2 Yes), I have got’ theitable; 

Q. Now, looking at the table itself, 
just so I understand how it works, on the left-hand 
vertical column are the destinations and across the top 
are the origins. So that if we were to look down the 
column of origin, northwest Ontario. 

A. > Yes. 

Q. We see that the rate, for example, to 
Philadelphia is $90. 

Ast ‘That g.si-correcc: 

Q. That is per metric tonne. It is also 
the same for northeastern Ontario; is that right? 

Bweinaty sticornect . 

Q. Now, if you look at the southeast 
United States origin column you see that the rate from 
to Philadelphia from the southeast U.S. is $50; is that 
correct: 

Aces Thateisvcorrecti. 

Q. Do you agree that the transportation 
cost difference is $40 and that the northwest and 
northeast Ontario transportation cost to Philadelphia 
is 80 per cent higher than that from the southeast 
United States? 

A. Yes. 


Q. Does an 80 per cent higher 
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transportation cost constitute a competitive rate? 

A. Yes, it would. 

Q. What would not constitute a 
competitive rate? 

A. Well, based on the cost survey which 
was summarized from Price Waterhouse on newsprint 
basically, you know, it really does depend on where you 
are shipping from and your final destination. 

Philadelphia is not in our immediate 
Market area. We did not include that as our -- 

Q. I am looking at Exhibit 197 on the 
wall. It is included in the outer bands; is it not? 

AuwhYes*#eiteis: 

Q. So what did you mean you didn't 
include it in your immediate market area? 

A. The immediate market area on our 
analysis is the first circle and Philadelphia is not in 
that circle. 

Q. So that when you say U.S. northeast 
you don't mean Philadelphia and you don't mean New York 
Gityir 

A. We basically mean Pittsburgh and 
western Pennsylvania and western New York. 

MR. MARTEL: May I raise a question? 


MRS CASTRILG LA Yes. 
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MR. MARTEL: Yesterday I asked about 
transportation. This is just the figure that if I 
picked up the telephone and phoned CNR or CPR they 
would tell me that that is the rate they charge? 

Is that the way you arrive at that 
figure? 

MR. DUNCANSON: No. The transportation 
agreements between producer, major producers -- we are 
talking fairly large volume shippers in all of these 
cases and the carriers, whether they be truck or rail, 
these agreements are very confidential. 

My list here was based on industry 
interviews and were actually the average costs that 
were supplied by several of the mills and they asked 
that they remain anonymous. So these would be more or 
less the agreed upon contract rates and are not 
published tariffs. 

MR. MARTEL: But they don't include what 
type of agreement that they might have in terms of if 
you exceeded a certain volume or a certain amount, in 
fact, the rate is reduced even further? 

MR. DUNCANSON: Yes, I think -- yes, they 
do, they do include basically the incentives into these 
markets. These are traditional markets. Most of the 


producers that would be shipping into the Chicago area 
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- 


would have a pretty fair idea, year to year, how much 
volume they would actually be shipping into that 
particular market. 

So it is not -- at the start of every 
calendar year it is not a new game where you have to 
good out on the road and establish a client base, it is 
an established client base, so you have a pretty good 
idea how much volume you are shipping between the mill 
and the particular destination. 

They use these rates to great advantage 
in the fact that they can, as you can see from our 
circle, you are within a day's trucking from some of 
these mills as well and with the re-regulation as I 
call it deregulation of the freight industry in both 
the United States and what is coming through in Canada, 
this allows the mills to get competing bids from trucks 
as well as from the railways. 

MR. CASTRILLI: Q. Mr. Duncanson, I had 
asked you what would constitute a competitive rate? An 
uncompetitive rate of 80 per cent difference between 
U.S. southeast and northwestern Ontario and 
northeastern Ontario you consider competitive? 

MR .wDUNCANSONs® Asuesi guess’the -—- I 
would say that, you know, a competitive rate by and 


large for an eastern producer, whether it be Quebec or 
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Ontario or even from the U.S. south, would be in the 
neighbourhood of about 85 -- 80 to $85 Canadian per 
tonne. That is what I would eiassiee as a competitive 
rate. 

Anything below that, you know, is just as 
to profitability, but the market prices go up and down 
so you need -- in quite a few cases you need that 
little extra cushion. 

Q. Sorry, you said 80 to $85 Canadian? 

A. Per metric tonne-- 

Q. Per metric tonne. 

A. --is what I would consider to be an 
average competitive rate. 

Q. But when our friends from the 
southeast United States are transporting to the same 
destinations at a rate of $50 are they not in fact 
doing considerably better; aren't they in fact more 
competitive transportation wise? 

A. Into Philadelphia and New York they 
would be, but into some of the major consuming areas 
for the Ontario producers, particularly Chicago and 
Minneapolis where you have a tremendous amount of your 
pulp and paper demand, they are at a disadvantage. 

Q. What I am trying to understand is 


your statement in that paragraph where you say that: 
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" Ontario mills have competitive rates 

into the northeastern United States." 

I am just not understanding what you are 
defining as northeastern United States. Are you saying 
Chicago is part of the northeastern United States? 

A. I don't see that they have a very -- 
they have a definite transportation cost advantage into 
the north central and southern Ontario and they have 
competitive rates into the northeast. 

And you asked me what my Aer eieton of a 
competitive rate was and I said it is 80 to $85 
Canadian. The Philadelphia and New York are not, you 
know, the rates into those markets are not as 
competitive on average. 

Q. That is fine, thank you. Would it be 
fair to say that without the current U.S. exchange 
rates the forest products industry could not continue 
to compete in the U.S. export market? 

A. No. 

Q. Isn't that essentially what your 
evidence suggests on page 194? 

A. The third paragraph under exchange 
rates. 

Q. You indicate in that paragraph: 


"The chart below illustrates the 
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sensitivity to exchange rates by Ontario 

newsprint ae based on the 1986 

production cost studies highlighted in 

section 3.2. At values of the Canadian 

dollar greater than 70-cents (U.S.), the 

delivered cost of Ontario newsprint moves 

above that of newsprint produced in the 

Uno aes OUCH 

A. Yes, that refers to the cost table 
that I showed on the overhead on Friday and is, as 
shown on page 190, taken again from the Price 
Waterhouse newSprint cost study. It shows that the 
total delivery cost does move higher than the total 
delivered cost from the southern states. 

However, that doesn't mean that the 
Ontario mills lose market share or lose -- or are 
unprofitable. At current list prices, as I stated, 
with the Canadian dollar where it is today, most of the 
Ontario producers on a pre-tax basis are able to get 
into their traditional markets with a $200 plus per 
tonne pre-tax profit margin. 

OCA LIErIght. ssh am ust Looking atecie 
chart which I guess doesn’t actually have a -- on page 
194 doesn't actually have a number. It is called 


Delivered Cost of Newsprint. 
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Doesn't that illustrate the U.S.? 

A. I have used the U.S. total delivery 
cost from the cost study, the $358 (U.S.), and I have 
converted the Canadian $515 at yanioge rates of 
exchange and plotted those along the graph. 

Q. So would it be fair to say that 
because of its dependence on the U.S. export market it 
is, therefore, subject to the macro-economy policies, 
in particular, the U.S. governments? 

A. The exchange rate fluctuations are 
dependent on those macro-economic features of various 
governments and the exchange rates in turn have an 
impact on the level of profitability of the industry. 

Oceeis¥itealsorfair = to%say that the 
forest products industry's contribution to the Ontario 
economy is dependent upon U.S. economic policy because 
it is dependent upon the exchange rates for its 
competitiveness? 

AvSecyes.: 

Q. So would it be fair to say that 
Ontario could not do long-term demand projections for 
wood from the Ontario Crown forests because it is 
really trying to meet U.S. demand? 

A. Could you repeat that, please? 


Q. Sure. Would it be fair to say that 
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Ontario cannot do long-term demand projections for wood 
from the Ontario Crown forests because it is really 
U.S. demand that Ontario is trying to meet? 

A. el@thinkethet anther sewes are 
referring specifically to newsprint, that the 
Same aenenad relationship does make an impact here and 
if the profitability -- we are not just talking about 
Ontario here, we are talking about the rest of the 
Canadian supply in the U.S. market which we have 
identified as being roughly 55 to 60 per cent of 
newsprint consumed in the U.S. comes from Canada, so 
Canada is not alone if the dollar decreases in value. 

And perhaps for the Board's benefit it 
would be helpful to know what would happen if the 
dollar was at par, if the par was at par today; that 
is, one Canadian equals one U.S. 

The effect by inflational supply/demand 
factors is currently U.S. $650 per tonne delivered. So 
even at par, on a pre-tax basis, the Canadian and the 
Ontario industry, as shown from the Price-Waterhouse 
Study, is profitable and, as we have identified -- as 
Dr. Andersen and I had beforehand, our demand forecast 
would assume that the consumption of newsprint in the 


U.S. is going to continue to grow and there will 


continue to be demand for Ontario and Canadian 
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newsprint in the U.S. 

MR. MARTEL: You are saying about $135 
dollars, Mr. Duncanson, in the present rate is $650? 

MR. DUNCANSON: That would be pre-tax, of 
course, those are average rates. Yes, I think that 
surprises a lot of people. 

MR. CASTRILLI: Q. Mr. Duncanson, were 
you finished with your answer? 

MR. DUNCANSON: A. Yes. 

Q. So that the thrust of the question I 
have posed to you is that it is really U.S. demand that 
Ontario is trying to meet. How much control does 
Ontario have over how it is going to project its 
long-term projections from what it needs from its Crown 
forests? 

MS. BLASTORAH: Mr. Chairman, I am not 
sure that is really a question Mr. Duncanson is 
qualified to answer. He is not a forester who 
practices as such and he is not a planner; he isn't 
involved in that part of the Ministry's work at all. 

He can talk about demand for product, but 
he hasn't addressed his evidence to demand for species. 
We made it clear that's not what he was qualified to 
speak to. I don't know if that's a fair question to 


put to him. 
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THE CHAIRMAN: Does not, to a certain 
extent, demand for species equal demand for product? I 
mean, is it not related if the U.S. demand goes up? 

MS. BLASTORAH: I don't think we deny 
that it is related but Mr. Duncanson is not the person 
eS answer that question. It may more properly be put 
to Panel 15 where we are going to deal with the 
planning process and, given Mr. Duncanson's evidence as 
to what product demand will be, then they can comment 
on how that is going to impact on the Ministry's 
planning functions. 

THE CHAIRMAN: Well, I do not think that 
lstwhat Mr.BCastrillis istatter: asiateeMresicastridaa: 

MR. CASTRILLI: This witness has given 
evidence on supply as well as demand. 

MS. BLASTORAH: Mr. Duncanson was 
answering it. 

MR. DUNCANSON: I am just wrestling with 
the answer. 

MR. CASTRILLI: Q. Take your time. 

Ave ieawould@apprecrate ateifivour could 
repeat the question one more time. 

Q. Sure. Would it be a fair inference 
to draw that Ontario cannot do long-term demand 


projections for wood from the Crown forests because it 
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is really U.S. demand that it is trying to meet? 

THE CHAIRMAN: Why, Mr. Castrilli, can't 
Ontario forecast or attempt to forecast U.S. demand? 

MR. CASTRILLI: Basically, it could do 
that, but what it means is it is really tying how we 
will manage the Crown forests to the -- in terms of 
what goes on in the U.S. 

THE CHAIRMAN: Why does that necessarily 
follow? Why -- if there is a projection made that the 
demands from the export market will be at such a level, 
what has that got to do necessarily with the way the 
forests are managed? 

The province may or may not be able to 
supply that demand, granted, but that does not 
necessarily mean that they will manage the forest 
appropriately in evade to supply it, they may just not 
be able to meet that demand. 

MR. CASTRILLI: Well, Mr. Chairman, you 
will recall that, for example, the models we saw in 
Panel 4 were all demand driven models and in this panel 
evidence is that demand is in fact a U.S. demand. 

So I think the question is entirely 
relevant and the two panels make up together and 
obviously were intended to -- I am trying to understand 


the limits. 
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MS. BLASTORAH: Mr. Chairman, the 
evidence in the previous panels was with regard to 
models. There was no indication that those models are 
the basis or the manner in which the Ministry actually 
managed the forest. Those were models that were put 
forward as models, not as examples of how the Ministry 
actually manages the forest today. 

MR. @CASTRIGL IL smeSorry. 

MS. BLASTORAH: And we did indicate that 
those were not projections of what supply would be 
either. 

MR. DUNCANSON: Could I attempt an answer 
to your question because I am following you on the 
question. Your previous questioning on exchange rates 
should make it clear that the exchange rates have 
nothing to do with the demand. Exchange rates do have 
a lot to do with the profitability of the Canadian -- 
not just Ontario, but the entire Canadian industry. 

Perhaps that answers the question more 
fulhys 

MRe CASTRILLEce gSorry je lLawiliemovesonsto 
another topic. 

Q. Now, I understand from your testimony 
that Ontario's supply of wood fiber is able to support 


the demand of the forest products industry for the next 
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50 years; is that right? 

MR. DUNCANSON: A. What page are we on 
now? 

Q. 206, sorry the top paragraph. 

A. Yes, we believe so. 

Q. Can you advise the Board, do you mean 
the old forest or the new forest? 

A. The existing forest at the time of 
the demand. | 

Q. Let me ask you, Mr. Duncanson: What 
do you base the conclusion on that we find at the top 
of page 206 with respect to wood supply? 

A. The information that we were supplied 
on wood supply came from various sources; the industry 
itself in talking to a number of the larger end users 


as well as the Ministry of Natural Resources supplied 


us with -- Ministry of Natural Resources supplied us 
with material that describes -- that would supply 
scientists that -- it was information that gave us the, 


you know, comfort level to write, you know, what we did 
there and the fact that we felt that it was ample to 


meet future supply/demand. 


Q. So that conclusion is based on 
somebody else's information, it is not based on your 


own work; is that right? 
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A. It is not based on our own analysis. 

Q. Can you advise the Board what it was 
the Ministry gave you that permitted you to draw that 
conclusion? 

A. We can't cite any specific 
docunentaions This information was supplied by the 
Ministry verbally. 

Q. It was supplied verbally? 

AM.) eS’. 

Q. Only verbally? 

A. In discussions with the Ministry and 
various industry and sources. 

Q. Who in the Ministry verbally advised 
you of that figure? 

A. It was John Cary. 

Q. John Cary. Okay. Do you actually 
make projections of the demand by the forest products 
industry for wood for the next 50 years in what is 
Exhbat gid ey 

Awe Dvamssorry yodemand sfior. ta? 

Q. For or demand by the forest products 
industry for wood for the next 50 years? 

A toGNoeewe edon Ut 

OcrepeCOumcoOnmcres eYourmhorizonsiss tosthe 


year 2000? 
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A. No, we forecast demand for the end 
product. 

O@eesOnny -ebutsinitermsfolLitime; what. se? 

A. We went to the year 2000. 

Q. Thank you. 

Now, continuing on the same page of your 
evidence, you state: 

"There is no evidence to support that 

this future supply will be more costly 

than current supplies." 

Do you see that in the last sentence? 

A.geLes. 

Otmewouldgitebevtair ttotsay that intact 
future wood supplies will be more costly? . 

ASANO? 

OummNovamierefer yougtogExhibitl4Aceibiis 
the Class Environmental Assessment Document, page 30, 
lines 1 and 2. Do you have the page, Mr. Duncanson? 

ActW Yespulbedo: 

Q. On that page it is indicated at lines 
Leande2: 

"The land area in Ontario available for 

production of required wood supplies is 

finite and increasingly remote." 


Would you agree’with me that increasing 
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remoteness will lead to increasing costs? 

A. When I read that sentence I take that 
land as available for production not land currently 
being harvested and I don't see that, in the evidence 
that we gained from the Ministry and from the industry, 
we did not see that they were having to be, you know, 
moved out further into the field. 

I see that sentence as meaning available 
for production: 

Q. So you see that sentence as 
reading... 

A. Just as it is. 

Q. Future remoteness? 

A. No. I see the same kind of land area 
in Ontario available for production, not currently in 
production. 

OneGlLArehersyoustomExhibite205 =-scsorry, 
page 47. 

MR. MARTEL: What page? 

MR. CASTRILLI: Page 47. 

MR. DUNCANSON: I have it. 

MR. CASTRILLI: Q. The second paragraph 
under Conclusions on that page reads as follows: 

"In general, the wood resource is 


adequate but there are concerns about 
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wood availability in 15 to 20 years when 
the presently overmature stands currently 
being cut at an accelerated rate will be 
depleted. For most mills the wood 

supply is becoming more distant and hence 
more costly, in some areas good quality 
logs for lumber and plywood production 
are becoming scarce." 


Now, just focusing on the second to last 


sentence: "The wood supply is becoming more distant 
and hence more costly." Do you agree with that 
assessment? 


MR. DUNCANSON: A. I am not sure which 
sense the author is using. Is he talking wood supply 
to the pulp and paper industry or is he talking wood 
supply to the lumber industry. It is -- you know, 
there are differences. So I basically -- I don't know 
in that particular sentence. 

Q. Well, he is talking about the forest 
products industry generally. Can you answer it 
generally? 

A. You know, unless it is specifically 
broken down, I... 

Q. Then why don't you break it down by 


sector if you feel more comfortable answering that way. 
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Aveo Leaonvr knows Tees site-specific 
and it is mill-specific. There are -- we have 
identified there are stands of hardwood that can be 
utilized in the pulping and there is also -- you know, 
there is the possibility of better utilization of 
smaller diameter stock in different pulping processes 
for the newsprint industry. So it is site-specific. 

Q. I see. Now, on page 206 of your 
evidence you talk about there being no evidence to 
suggest that this future supply will be more costly 
than current supplies. What were you speaking of, the 
forest industry or which component of the forest 
industry? 

A. We were referring to the forest 
industry in general. 

Q. So can you answer my question in 
general with respect to page 47? It clearly 
contradicts your assessment; does it not? 

A. The time frame is -- I don't think we 
are talking about the same time frame either. 

Q. How do you know that? 

A. He says: 

"In general the wood resource is 

adequate...15 to 20 years..." 


That is basically the same time frame we 
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are in. 

Qve That Wstiright. 

A. However, it looks like he is going 
further out into the future. 

Q. You just said he was talking about 
the same time frame. 

A. No, in that first sentence and then 
Ute OOkS@at Keyes eee LOLremOoOStaemiL. Sa.) mands again st. 
don't know if he is talking saw mills or pulp mills, 
",..the wood supply is becoming more distant and hence 
more costly." 

Q. Now, looking at your paragraph 1 on 
page 206, you say: 

"There is no evidence to suggest that 

this supply will be more costly than 

current supplies." 

What did you rely on to draw that 
conclusion? 

A. It was basically the information 
gained from the Ministry of Nacunad Resources. 

Ove What@informationsis#that? 

A. It was not -- again, it was similar 
to the first sentence on that page, it was evidence 
that was given to us verbally through the Ministry. 


Q. Verbally only; is that right? 
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A. Verbally only. 

Q. Who was the source of that 
information? 

A. Again, it was John Cary. 

Orgs Thankyou, 

MR. CASTRILLI: Mr. Chairman, I wonder in 
relation to these two sources of information, the 
origin of which reside with Mr. Cary, whether I could 
have an undertaking from Ms. Blastorah to provide 
whatever it was Mr. Cary relied on to provide these 
gentlemen with those conclusions? 

MS. BLASTORAH: Mr. Chairman, we just had 
an entire panel of evidence on that exact matter and 
Mr. Cary was a member of that panel and Mr. Castrilli 
had every opportunity to ask him any questions he 
wanted about wood supply; and this panel is not here to 
talk about wood supply, they are here to talk about end 
product demand and competitiveness. 

And I don't see how going back to rehash 
that is going to add anything to the extensive evidence 
we have had on that point. 

MR. CASTRILLI: Mr. Chairman, with great 
respect, we did not have evidence about this paragraph 
in the previous panel. 


Now, I find it difficult to understand 
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Ms. Blastorah's position that if evidence is going to 
be supplied by the Ministry 4a a piece meal fashion, as 
it has been in this hearing, that I can't go back to 
somebody who has obviously been the source of 
information about a future panel and ask for the 
information that this panel relies on. . 

This panel was not available to me and I 
am not to be expected to review this stuff overnight. 

MS. BLASTORAH: Well, Mr. Chairman, Mr. 
Castrilli did have this material. When he chooses to 
review is, of course, up to him but the material was in 
his hands for Panel 5 evidence and if he felt it was 
related perhaps it was encumbent upon him to review 
them together. 

But, in any event, I think it is quite 
clear from the evidence here that the witnesses here 
relied on projections of the Ministry with regard to 
wood supply and we heard those in Panel 4, and I don't 
see -- it has been quite clear from the evidence that 
they are relying upon the fact that the supply will be 
there and we have heard in Panel 4 why the Ministry 
feels that is the case. 

MR. CAMPBELL: Mr. Chairman, I have a few 
questions around this paragraph as well and it might 


be, rather than have the objection again, it might be 
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as well to deal with it all at once. 

THE CHAIRMAN: All right. Well, the 
Board is considering asking Ms. Blastorah that Mr. Cary 
be asked to produce in writing just the source that he 
relied upon to make these statements to the panel, 
either the Panel 4 sources or any other source outside 
of what he dealt with in Panel 4. 

I am not suggesting that Mr. Cary be 
recalled at this time to deal with this. He is going 
to be back later, I assume in some other panel, that 
was the Board's understanding, and if new information 
arises as a result of what he provides then he can be 
questioned at that point in time. 

MS. BLASTORAH: Mr. Chairman, I would 
like to take that under advisement. Mr. Cary isn't 
here today and I will have to speak to him as to 
whether = sVOUSKNOW, showedi tticulteastask fthat arsiand 
so on. So if I can take that under advisement and get 
back to the Board on that matter, I think that would be 
the most appropriate way to deal with that. 

THE CHAIRMAN: All right. Would you be 
satisfied with that, Mr. Castrilli, at this point? 

MR OSCASTRIDLI ae lvam*content/withsthat; 
Mr. Chairman. 


MR. CAMPBELL: I think so, as long as 
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as -- my understanding of the way it is left then is 
that this is still an open matter to be dealt with. 

I mean, my concern is that it was quite 
clear in Panel 4 that the Ministry did not produce a 
comprehensive forecast, its view as to a comprehensive 
forecast of wood supply. That was well established in 
the evidence. 

It is also clear that none of the 
evidence in Panel 4 addressed the last sentence that 
there is no evidence to suggest that this future supply 
will be more costly than current supplies. That simply 
was not dealt with at all by the proponent in its 
evidence in Panel 4. 

THE CHAIRMAN: Okay. The panel is 
indicating that Mr. Cary provided them with information 
which enabled them to reach this conclusion. And I 
guess it is fair, under the circumstances, Ms. 
Blastorah, to ask Mr. Cary to indicate what he relied 
upon to give this panel the information which allowed 
them to make this conclusion, if that was the source, 
as you indicated-- 

MR. DUNCANSON: That was the source. 

THE CHAIRMAN: --it was of this 
information which enabled you to reach the conclusion 


that went into your report, that statement. 
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MS. BLASTORAH: If I may have just a 
moment, Mr. Chairman. 

Mr. Chairman, we will make inquiries of 
Mr. Cary and we will attempt to provide the response to 
the Board. Without having spoken to him, you realize 
that is about all I can promise today. 

MR. CAMPBELL: My only concern, Mr. 
Chairman, and I would like to be on record on this 
matter, that should evidence -- any evidence be 
provided other than -- well, should any evidence be 
provided in support of those points, it is our position 
that we have an unfettered right to cross-examine on 
that evidence, that it has not been dealt with yet in 
these proceedings. 

MR. CASTRILLI: Mr. Chairman, let me add 
my view that as I recall the evidence in Panel 4, 
neither of these two matters were dealt with in the way 
they are stated here. 

THE CHAIRMAN: Well, certainly if there 
is evidence that Mr. Cary relied upon and it has not 
been dealt with in Panel 4, but it is evidence used by 
this panel and they relied on it to reach their 
conclusion, the panties should have an opportunity to 
examine Mr. Cary on the basis of what information he 


provided them. 
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MS. BLASTORAH: Mr. Chairman, I will make 
those inquiries of Mr. Cary and attempt to determine 
exactly what the basis of those statements or whatever 
he advised the panel. 

THE CHAIRMAN: All right. Counsel, so 
the Board will leave it that if this information was 
provided by Mr. Cary, inquiries will be made as to what 
it is and you will have the right to cross-examine Mr. 
Cary on that evidence, hopefully at some future time 
when he is called as part of another panel. 

MReICASTRILLI: Mr. Chairman I might -- 

MR. CAMPBELL: That will be perfectly 
satisfactory with me. 

MR. CASTRILLI: That would be acceptable. 
I was going to suggest that Mr. Cary is due back at 
some point to be cross-examined on his evidence last 
week and that might be the appropriate time. 

THE CHAIRMAN: All right. We want to try 
and avoid, as much as possible, recalling witnesses 
sporadically just to answer specific questions 
particularly when they are going to reappear at some 
future date. 

MR.) CASTRILLI: ‘Yes, I°understand that. 

I would also hope that Mr. Cary is going to be back 


while I am still in attendance this month -- well, the 
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month of September, since it was my cross-examination 
of him that dealt with -- that resulted in the evidence 
he produced last week. 

Actually I don't have an indication when 
he is returning. 

THE CHAIRMAN: Do you have any 
indication, Mr. Freidin? 

MR. FREIDIN: No, at the present time I 
don't. I must admit I hadn't thought of the concern 
that was just raised by Mr. Castrilli, so I wasn't sort 
of operating under the assumption that there was a rush 
to get him back in September, but let me think about 
that and see whether we can manage that. 

I should advise as well that there were 
a number of other matters which in fact weren't dealt 
with by Panel No. 4 such as filing the response from 
the Provincial Auditor and the document is literally a 
foot thick. I don't know whether we need to produce 
all that. I am actually contemplating at the present 


time recalling the entire panel to deal with 


‘outstanding matters relating or arising out of Panel 


No. 4 because, aS you were aware, there is 
inter-relationship between the areas of expertise of 
various members. 


SomnbeneareMr Castri bln Jand jlewill take 
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that into account wien I determine -- make my 
assessment as to whether we can call that group back. 
during September. I should advise that one of the 
concerns I have, of course, is that we are going to 
Start Panel No. 6 soon, we only have a certain number 
of days to cross-examine the people in Panel No. 6 and, 
if possible, I would like that cross-examination to end 
by the end of September. So... 

THE CHAIRMAN: I take it, Mr. Castrilli, 
you are not willing to assign your rights to 
cross-examination to Ms. Swenarchuk? 

MR. CASTRILLI: I think it would be 
difficult to ask Ms. Swenarchuk to deal with the 
particular matters that arose from my cross-examination 
on Panel 4. 

THE CHAIRMAN: Well, maybe we will have 
to import you specifically later on, if that is the 
only way around it. 

I think it is important, once we embark 
on Panel 6, to try very hard to complete the 
cross-examination of Panel 6 before we break for 
October; otherwise, I think there will be a certain 
amount of rehasing to get everyone back on track when 
we come back, whenever that appointed date of our 


coming back is determined, I suppose after Thursday's 
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discussion. 

MR SCASTRILUI: = Thankéyou-: 

Q. Page 208 of your evidence, Mr. 
Duncanson. The top paragraph on that page you indicate 
that: 

; "The investment climate for the Ontario 
forest products industry is favourable." 

And could I just ask you also to turn to 
Exnibit 26 eepade as: ie 

MR. DUNCANSON: A. What was the page 
number again? 

0. SPage Tie 

Q. It is under the heading of Investment 
Climate on that page, the first sentence reads: 

"Ontario does not enjoy a healthy 

investment climate in the forest products 

sector." 

Would you agree with me, first of all, 
that your report and the Woodbridge Reed Report clearly 
do not agree on this point? 

Apa DNatesmCOGrec te 

Q. Would you also agree with me that the 
contrasting views of this report on that issue, for 
example, and also on a number of other issues such as 


competitiveness which we dealt with yesterday, 
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competitiveness of the industry, can lead to two 
different conclusions regarding how much wood should be 
cut from the Crown forests to meet demand, real or 
imagined? 

A. Could you repeat that once more, 
please? 

Q. Sure. Would you agree with me that 
the contrasting views on, for example, this point 
investment climate and also on the issue of 
competitiveness which we dealt with yesterday; 
competitiveness of the industry that is, can lead to 
different conclusions regarding how much wood should be 
cut from Crown forests to meet demand? 

A. I would agree that the Woodbridge 
Reed Report and our report, we are in disagreement on 
several factors. However, as far as those factors 
affect demand on supply; that is -- you know, again 
that is out of our area of expertise, we don't set 
policy. 

Q. Well now, you did give evidence 
however on page 206 with respect to the issue of 
supply, so it is a natural projection of your evidence. 

A. Supply is a policy decision. 

Q. I recognize that, I am asking you: 


Will the inevitable results of the differing 
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conclusions that you provide in your evidence, Exhibit 
191, and the evidence that we find in Exhibit 61 on, 
for example, investment climate, competitiveness - just 
to name two - would result in differing conclusions 
regarding the amount of wood that should be cut from 
the forests, Ontario’s Crown forests. 

Is that a fair inference? 

MS. BLASTORAH: Mr. Chairman, again this 
is an area Mr. Duncanson has indicated he is not 
qualified to answer and I think he has already 
indicated that the statement of supply was based on 
information supplied to him by the Ministry and was not 
within his area of expertise, it is not information he 
determined for himself. So I don't think referring him 
back again to that statement is a basis for this 
question. 

THE CHAIRMAN: Well, Mr. Castrilli, do 
you want anything more from the panel other than saying 
that if either they, based on information supplied to 
them or Woodbridge Reed, based on their 
interpretation - whichever one is correct - would 
affect the amount of wood required to be cut in Ontario 
Crown forests. 

Do you want anything more than that? 


MR. CASTRILLI: I don't want anything 
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more than that. 

THE CHAIRMAN: Well, I think that is 
almost self-evident that the present panel can answer. 

MR. CASTRILLI: But I want an answer to 
the question, I don't want an objection. I don't 
believe an objection is warranted. 

THE CHAIRMAN: Do you understand that 
question, Mr. Duncanson? 

MR. DUNCANSON: It would help if he could 
repeat it one more time. 

MR. CASTRILLI: Surely, surely. 

Q. Would you agree with me that the 
contrasting views that we find in the Woodbridge Reed 
Report and your report arising from such matters as 
investment climate and competitiveness, which we 
discussed Hoday and yesterday, respecting the forest 
products industry can lead to different conclusions 
regarding how much would should be cut from the Crown 
forests? 

Yes or no? 

MR. DUNCANSON: A. Yes. 

MR. CASTRILLI: Mr. Chairman, not only is 
this a convenient place for a break, I am through with 
my cross-examination. 


THE CHAIRMAN: Very good. On that note 
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we shall celebrate by taking a break for 20 minutes and 


then we shall return and proceed with Mr. Campbell. 

MR. COSMAN: Mr. Chairman, if I can just 
ask at the break those people who wish to attend 
tomorrow would speak to me and give me their names so I 
can provide that to security and for logistic reasons 
to=the mild? 

THE CHAIRMAN: Very well. We will be 
back in 20 minutes. 

---Recess taken at 11:00 a.m. 

---Upon resuming at 11:25 a.m. 

| THE CHAIRMAN: Thank you. Be seated, 
please. 

Very well, Mr. Campbell. 

MR. CAMPBELL: Thank you, Mr. Chairman. 
CROSS-EXAMINATION BY MR. CAMPBELL: 

Q. Panel, in case you haven't been 
advised - I expect probably you have - but just in case 
you haven't, I represent the Minister of the 
Environment in these proceedings. 

I would like you to turn, please, to page 
45 of Exhibit 191 which is the Panel 5 evidence. As I 
understood your evidence, the forest industry is 
divides into three broad categories: logging, wood 


industry, and paper and allied industries; is that 
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correct, Mss»Coke? 

MS. COKE: A. That is the way Statistics 
Canada defines the forest products industry, correct. 

Q. Well is there any aspect that you | 
would consider as being part of the forest industry 
that is not captured by this diagram? Is there 
something missing? 

A. No, I accept this definition. 

Om AlLIl@right : teNow/sinaterms sof what 
this undertaking is all about, it in general terms is 
about the use of Crown forests to provide raw material 
for the wood industry and the paper and allied 
industries. I take it you wouldn't dispute that 
proposition? 

A. As I understand it, that's the 
purpose of the undertaking, to provide a continuous 
supply of wood for the forest products industry. 

Q. All right. And you would agree with 
me that the undertaking itself takes place entirely 
within the logging portion of the industry as shown on 
Figure 1 on page 45? 

Aves Leamesorry,7. donitequites—--ef don't 
think I understood that. Can you try that again? 

Q. Well, the undertaking -- 


A. The activity of supplying wood? In 
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other words, the supply of the wood is, of course, 
facilitated through the logging end, that's correct. 

Q. All right. But the activities that 
are contemplated by the undertaking, I would ask you to 
confirm, take place entirely within the logging portion 
Of what is shown on this figure; is that correct? 

That is, there is no approval being 
sought in these proceedings with respect to either the 
wood industry or the paper and allied industry? 

Aves 

MS. BLASTORAH: Mr. Chairman, I think 
that we are not in dispute with that. I don't know 
that Mrs. Coke is in a position to answer that-- 

MRS. COKE: I don't know what it means. 

MS. eBLASTORAH: -2——butius chink tne 
Ministry is in agreement. 

MR. CAMPBELL: “Q. > But, Ms J 7Coke}"™ I do 
not want to understand clearly from you that the 
activity of providing that supply of wood, I would ask 
you just to confirm clearly, takes place entirely 
within that logging category shown on the diagram on 
page 45. 

MSi= COKE eA eel caistinitheslogging 
activity that the roundwood is provided, yes, of 


course. 
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Q. And it is entirely within that 


category? 
A. It would seem so. I mean... 
Ore. Wellmeiseit’ on: isnt tehit? 
A. Yes, I would presume so, yes. 
Of 3 Wel — 
A. I guess I don't understand estes 
question. 


MS. BLASTORAH: Mr. Chairman -- 

MR. CAMPBELL: I think it is a fairly 
simple question. 

THE CHAIRMAN: Just hold on a second, Mr. 
Campbell. Let's try and straighten it out. 

I think, frankly, it is a matter of Ms. 
Coke not being here for the previous evidence that has 
come in where -- particularly, the very early panels 
where the undertaking and the related activities to the 
undertaking were discussed. 

MR. CAMPBELL: That's perfectly fair, Mr. 
Chairman. 

MS. BLASTORAH: Mr. Chairman, I would 
just like to point out that the activities which are 
part of the -- the four activities in this undertaking 
are harvest, access, maintenance and renewal, and Mrs. 


Coke certainly isn't a forester and hasn't been 


Farr & Associates Reporting, Inc. 


Andersen, Duncanson,Coke 6846 
cr ex (Campbell) 


qualified as such. 

And whether she's qualified to testify as 
to whether silviculture is part of logging or 
maintenance or tending are part of logging, I don't 
think she is quaiified and I think that she -- 

THE CHAIRMAN: Well, Mr. Campbell, would 
you not be happy with the Ministry indicating their 
position is, is that those activities fall within the 
logging sector, if that's the Ministry's position. 

MR. CAMPBELL: That's entirely 
satisfactory. I want to be clear that this witness has 
given us three categories and that the undertaking of 
those three categories takes place within the category 
of logging and does not take place within the category 
of wood industries and paper and allied industries. 

If the Ministry will agree to that, then 
that's fine. 

MS. BLASTORAH: I certainly want to be 
clear as to what Mr. Campbell is getting at. Because 
ifshe is attempting top--' or if: he is#@implyings that 
Maintenance, for instance, herbicide spraying and 
Silviculture and, you know, some of those other aspects 
of tthe activitives-anespant eof Logging seLedormtithink 
the Ministry necessarily agrees with that in terms of 


logging as defined in -- as part of the industry. 
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So I am not just sure where he is going. 
I don't think -- it depends on how general his question 
is I guess, but... 

MR. CAMPBELL: Mrne .Chairman;).° am) not.-- 
I don't think it is really very relevant where I am 
going or where I am not going. 

THE CHAIRMAN: Well, we have to 
understand your question, the witness has to understand 
the question so she, or the Ministry on her behalf, if 
that is acceptable, can provide an answer. 

MR. CAMPBELL: All right. In terms of -- 
maybe I will rephrase it and see if I can come at it. 

Q. In terms of the economic activity 
associated with the undertaking, am I correct in my 
understanding that the economic activity associated 
with the undertaking itself takes place not in the wood 
industries category, not in the paper and allied 
industries category, but within the logging category 
itself? 

MS. COKE: A. If you are talking about 
the supply of roundwood to the forest products 
industry, that occurs in the logging component. 

Q. Well, is the undertaking -- should I 
amend the definition of the undertaking so that it is 


the supply of roundwood to the forest products 
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industry? 

A. Well, if you are talking about the 
supply of wood to the forest products -- or to the 
industry, that would occur in the logging component 
according to Statistics Canada definition of what the 
logging component includes. 

THE CHAIRMAN: And which you accept? 

MS. COKE: And what I accept. 

MR. CAMPBELL: I think I have what I 
asked for. 

Oe NOW?) Mr Duncanson pele chankechds 
question is for you and it ties to the use of wood. 

And I guess the question simply put is whether the wood 
industry and the paper and allied industries are 
subject to any controls from MNR or any other agency to 
ensure that the wood produced on Crown lands is used 
Jes ferent? 

MS. BLASTORAH: Mr. Chairman, again, I 
don't think this is something within the area of 
expertise of these witnesses. 

MR. CAMPBELL: Well, Mr. Chairman, the 
witness outline -- the outline for this panel states 
that this panel will provide a description of the 
nature of Ontario forest products industry as it exists 


today, the socio-economic contribution to the Canadian 
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economy and, particularly, factors that affect the 
competitiveness of the industry. 

My question is based on all of those 
areas as set out in the description of what this panel 
is going to cover and it is simply that in the use of 
wood produced on Crown lands by the industry, is there 
any control exerted by MNR or any other agency external 
to the companies to ensure that that is used 
efficiently. 

THE CHAIRMAN: Within the knowledge of 
this panel? 

MR. CAMPBELL: That'*s correct, Mr. 
Chairman. 

THE CHAIRMAN: If you can't answer it, 
Mr. Duncanson, or any members of the panel, then simply 
so state. 

DR. ANDERSEN: I don't know. 

MSS@SCOKEs HB eAndviedonstaknow: 

MR. DUNCANSON: I can't answer that 
either. 

MR. CAMPBELL: Can I get some indication 
from Ms. Blastorah as to who would be able to answer 
that question? 

MS. BLASTORAH: Mr. Chairman, I think all 


of our evidence cumulatively taken on all the panels 
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together is directed toward answering that question. 

And about all I can say at this point is 
that these witnesses are not qualified to answer it, 
and I think that that is something that will come from 
the evidence as a whole. 

MR. CAMPBELL: Well, could I get -- what 
I am asking for, Mr. Chairman, is some direction as to 
who can advise us and, more importantly, the Board as 
to whether MNR or any other agency external to the 
company has in place any system to ensure that the wood 
produced on Crown lands is used efficiently. 

It is quite a specific question and with 
respect, Mr. Chairman, I think I am entitled to know 
where in the evidence I might expect the witness who I 
can put that question to. If there is no such 
capability, then that's fine. 

MR. COSMAN: Mr. Chairman, without 
interrupting my friend's cross-examination, I just 
don't understand the question. What does he mean by 
efficiently, just so that we understand what is being 
addressed. 

MRYY CAMPBELL?) Welly. “Lewilieturn backeto 
the Ministry's evidence on the OWOSFOP model that 
indicated that there were increased utilization rates 


for wood supplied to the mill and that that would ° 
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affect the amount of wood that the industry required to 
produce a given amount of product. 

That is certainly -- that is what this 
question is aimed at and my question is quite simply: 
Is there any -- is that decision as to the efficiency 
of mill operations that use the wood from Crown lands 
left entirely to the discretion of the company? 

If it is, that's fine, that's the answer. 
I just am asking whether there is any control over 
that. 

THE CHAIRMAN: Well, just a moment. We 
will endeavour to find out from the Ministry what their 
position is. 

MR. COSMAN: I think this is an important 
question. I am not sure because I don't quite 
understand it in full, but is my friend saying: Do the 
mill operators use all of the wood in the manufacturing 
process? Is that what his question is directed to? 

THE CHAIRMAN: No, I think his question, 
Mr. Cosman, is basically: Does MNR for any other 
agency have any method or process in place whereby they 
can monitor and check whether or not the wood used by 
industry is used efficiently. 

MR. COSMAN: The question is -- 


THE CHAIRMAN: Is that your question 
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basically, Mr. Campbell? 

MR. COSMAN: Is there an efficiency 
expert, like on a line to find out whether -- is that 
what the question is? 

THE CHAIRMAN: Or a process. 

MR. CAMPBELL: Mr. Chairman, let me be -- 
Tttisepretty simple, -lethink PLC eisenct enis 
complicated. It is simply a question of the Crown 
forests are being used to provide wood to my friends in 
the industry. They use that wood in any industrial 
process, there is more efficient ways of doing it and 
less efficient ways of doing it in terms of the amount 
of product that you get out of the amount of wood that 
VOUsPULELCs 

My simple question is: Is there anybody 
who both monitors the efficiency of the use of wood 
from Crown land and, if monitored, are there any 
regulations or any other methods of control or sanction 
that apply if that is being used inefficiently. 

That is ny “question 5 Shed onwo think sates 
that complicated. 

MRS. KOVEN: Well, certainly one way of 
looking at that question is to look specifically at 
mill waste, the practices that involve possible mill 


waste, and I would think that Mr. Duncanson could 
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address himself to that. And maybe with respect to the 
modernization program that he has been talking a great 
deal about in the last couple of days. 

I mean, that is one way of looking at it, 
but there are obviously many ways of herein: at 
efficiency and I, too, don't quite understand what all 
those meanings might be. 

MS. BLASTORAH: Mr. Chairman, if that is 
what Mr. Campbell's question is addressed to, perhaps 
Mr. Duncanson can give us whatever information he is 
able. If Mr. Campbell is actually intending to address 
efficiency at the bush level, the extraction, I can 
advise him -- 

THE CHAIRMAN: No, I think he is looking 
at the user level. 

MR. CAMPBELL: I never raised the bush 
level, Mr. Chairman. 

MS. BLASTORAH: Well, if he's talking 
about the mill level, perhaps Mr. Duncanson can answer 
it in the context of Mrs. Koven's question. 

MR. DUNCANSON: The marketplace itself I 
think is the important feature and the marketplace 
dictates, I guess, the degree of efficiency which could 
mean degree of profitablity of the industry. 


The industry, you know, responds to 
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market demands, technological changes as well and 
technological changes have, as you put quite correctly, 
have led to a peEtex usage of all parts of the raw 
material and I refer specifically to thermomechanical 
pulping, the use of the bark, whether it be a pulp 
operation or saw mill operation in co-generation power 
in the recovery process, in the pulping processes. 

You know, they basically are using 
everything they can. They actually sell the byproduct 
turpentines and byproduct chemicals from the pulping 
system are sold -- are marketed. In fact the mill you 
will see tomorrow, if the market price is not such that 
they can make profits from their -- some of their 
turpentines and such, they recirculate them into their 
recovery boilers and they use them as a source of fuel. 

It is a very -- you know, there are 
different aspects of how far we can get into this 
efficiency. 

MR*.” CAMPBELL? *.O7e" Well, obviously, Gt 1s 
in the company's economic self interest, as well as 
achieving a variety of other desirable purposes, that 
the wood be used as efficiently as possible. You would 
agree with that vroposition? 

MR. DUNCANSON: A. I would agree with 


that, yes. 
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Q. Can I take it from your answer, 
though, that in terms of my original question, that the 
efficiency of the use of the wood from Crown lands is 
entirely left to the companies, recognizing that the 
companies have a powerful incentive to use it as 
efficiently as possible? 

A. I tend to restate that it is the 
market and its the management's interpretation of those 
markets. 

Q. All right. But in answering my 
question then it is left entirely to the discretion of 
the company in making its management decisions; there 
is no external agency-- 

A. No. 

Q. --either monitoring or controlling 
that? 

Ae Now ites! theimarket, iti isi the 
changes in technology, it is the end customer that is 
dictating, you know, the product in the shape and form 
it comes out at. 

be, So the simple answer to my question 
is: No, there are no external controls in place to 
either monitor or ensure that certain levels of 
efficiency are achieved? 


A. Well, I consider the marketplace to 
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be an external factor. 

OL MMALD right ee Butwapanitartromarne 
economic forces of the marketplace, are you telling me 
that there are no other agencies involved in monitoring 
or controlling the efficiency of the use of wood from 
Crown lands. Is that what you are saying? 

A. That's what you are saying. I have 
no knowledge of any agencies monitoring efficiencies. 

THE CHAIRMAN: I think that is what he is 
saying, Mr. Campbell. Other than market forces to 
which he has already alluded, he is not aware of any 
other external agencies. 

Would that be correct, Mr. Duncanson? 

MR. DUNCANSON: That is correct. Thank 
you very much. 

MR. CAMPBELL: QO... Dowant scomturmnritien, 
Mr. Duncanson, to your material at page 207. Now, 
there you indicate that: 

"Labour and environmental regulations 

have a history of changing and the result 

is uncertainty for the industry. This 

Canim 

And I emphasize the word can: 

",.-have a negative impact on investment 


decisions." 
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Do you see that paragraph at. the bottom 
of the page? | 

MR. DUNCANSON: A. Yes. 

Q. Now, I am not clear what your 
evidence is with respect to environmental regulation 
and I guess the easiest way to come at is this: Can 
you give any specific examples of where a decision was 
made not to invest because of a concern about changes 
in environmental regulations? 

AS Sie might) just clarify that by 
environmental regulations I meant environmental 
regulations at the mill level. 

QO. \Fine. 

Anau Nos al can't think of any examples. 

Q. And can you give any specific 
examples ey a concern about changes in environmental 
regulations played any significant role in a decision 
to forego investment? 

A. No, I am not familiar with any. 

Ope weALI right: «Now; whatvdotyou mean 
when you say change frequently -- environmental 
regulations change frequently? What kind of time 
period are you talking about in this? 

A. I don't see the word frequently in 


that paragraph. 
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Ont tam sorry.’ I will leave it then to 
just the words in the paragraph. What time period 
would you see as being of concern with respect to 
changing environmental regulations? 

A. As we stated in our report, in our 
interviews with the industry we basically came to the 
conclusion or led to the conclusion that investment in 
plant and equipment was of the longer-term investment 
nature; i.e., 20 years plus. 

The industry in our research mentioned 
that the changes in environmental regulations at the 
mill level was a negative impact upon their investment 
decision. I would tend to think that the time frame 
would therefore be the 20-year period. 

O02" Ald? right... But you have valready-athat 
agreed you are unable to give any specific examples of 
any investment decision which was in any way 
Significantly related to that concern.° 2 ‘think you 
have agreed with that proposition; have you not? 

A. I don't know of any examples. 

Q. That's right, you are unable to give 
any examples along the lines I outlined; correct? 

we LeSie 

OF Now, can you -- would you agree that 


environmental regulation is a matter of interest to the 
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industry? 

Avteves;-iethink.it ois. 

Q. And in your role as a financial 
analyst of the industry, environmental regulation would 
also be a matter of interest to you? 

A. As far as it affects the 
competitiveness and the financial position of the 
company, yes, it would. 

Q. Can you give me any specific example 
of where a change to environmental regulations in 
Ontario has negatively affected the competitiveness or 
financial position of firms in the wood industries or 
in the paper and allied industries? 

A. Examples of -- sorry, can you repeat 
the first part of the question? 

Q. It won't come out exactly the same 
because I don't have it written down. The question has 
been adjusted to accommodate your last answer, so -- 
Dr. Andersen, do you have expertise in this area? 

DR. ANDERSEN: A. No, I haven't. 

OsieAlLIeriachtwvel “would@likesMr- 
Duncanson's answer then, please. 

Now, I think the question I want to ask 
is this: Can you give specific examples of instances 


in Ontario where changes to environmental regulations 
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in Ontario have negatively affected either the 
competitiveness or financial position of industries in 
the wood industry -- or firms rather, in the wood 
industry or in the paper and allied products 
industries? 

MR] =DUNCANSON: #9A:.2 9a oanat give ne 
present day examples. 

Q. And do you anticipate -- are you 
contemplating any future examples? Can you point to 
examples that you see on the horizon where this is 
likely to be a concern? 

A. I am not that well versed in this 
area, aS you can see, and I don't have any future 
viewpoint. 

THE CHAIRMAN: Are you, Mr. Campbell, 
going as far as speculating about the possible 
financial impacts of the Environmental Assessment Act 
itself in that kind of question? 

MR. CAMPBELL: Apart from having to pay 
Mr. Cosman's fees, I am not sure, Mr. Chairman. 

I do not take this sentence under labour 
environmental regulations to refer to that; I take it 
to refer to controls at the mill level, as I think Mr. 
Duncanson was careful to qualify his answer. 


MR. DUNCANSON: This information, by the 
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way, was obtained through our industry interviews. 

MR SeCAMPBEDLIZ: (202. All tright; but you are 
putting it forward, Mr. Duncanson, and you are the only 
one I have here to cross-examine. 

Now, you have been able to give me no 
examples of where any of these concerns have affected 
the industry in any way, and I would ask you the 
general question that where there is a better 
understanding of an environmental problem, where we 
have achieved a better knowledge of an environmental 
problem, are you suggesting to this Board that that 
better understanding shouldn't be reflected in 
appropriate environmental regulations after an 
appropriate opportunity for consultation on those 
regulations with the industry? 

MR. DUNCANSON: A. These are some pretty 
tough questions. The environmental regulation at the 
mill level in Ontario is not as favourable as it is in 


other jurisdictions. It has resulted in - and, again, 


this is difficult to document and the data is not 


readily available - but I have to take from what we 
gained in our industry interviews that it has affected 
investments in plant and equipment in Ontario. 

Q. But you are completely unable to give 


me any specific examples of that; isn't that your 
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testimony? 


MS. BLASTORAH: Mr. Chairman, I think he 
has already indicated several times that this is based 
on information obtained from industry and surely they 
are the ones making the investment decisions, not Mr. 
Duncanson. 

MR. CAMPBELL: With respect, Mr. 
Chairman, this witness is speaking to this matter. 

THE CHAIRMAN: Okay, Mr. Campbell, just 
hold on a minute. The witness I think has clearly 
indicated he has obtained this information or certain 
information from industry interviews. He cannot cite a 
specific example in present day terms of where that 
type of concern has led to an impact on an investment 
decision. 

He also, I think, has clearly stated that 
he cannot foresee necessarily a specific example in the 
future, in general terms. So beyond that, I mean, he 
has answered those questions. 

MR. CAMPBELL: All right. And I had 
moved on from that point, Mr. Chairman, in fairness to 
my question, I think and I just point out that my 
questions are aimed -- this Ministry will put in place 
what it feels to be appropriate environmental 


regulation. 
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The question that I have been asking 
questions about is not the level of appropriate 
environmental regulation, it is this concern about the 
history of changing and the effect of that on 
investment decisions. And this witness is put forward, 
as I understand it, as MNR's expert witness qualified 
to give opinion evidence on investments in this 
industry. And, with respect, I think it is extremely 
Significant that he is completely unable to cite any 
examples of where there has been any impact whatsoever 
on those investment decisions. 

And I am prepared to leave it at that, 
but I am not leaving it at the question that I asked, 
which was whether, Mr. Duncanson, you are suggesting in 
any way to this Board that where a better understanding 
of an environmental problem is achieved -- where we 
achieve a better understanding of an environmental 
problem, are you suggesting in any way that that should 
not be reflected in appropriate environmental 
regulation after appropriate consultation with the 
industry? 

THE CHAIRMAN: That answer can probably 
be a yes or no answer, Mr. Duncanson. 

MR. DUNCANSON: It would be pretty hard 


to disagree with that. 
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MR. MARTEL: Well, can I ask a question? 

MR. CAMPBELL: Q. Well, is that a no, 
you make no such suggestion; is that correct? 

MR== DUNCANSON:?" Aw a No, thatesree.. Vesa 

MR. MARTEL: Can I ask a question then 
because, are you talking about the type of 
investment -- when you spoke to the industry where in 
fact they were forced to install, for example, 
environmental control equipment, is that the type of 
investment that they were referring to when they talked 
about having to invest money because of the changes in 
the regulations? 

MR. DUNCANSON: That is correct, it was 
primarily investment in plant and equipment towards the 
environmental... 

MR. MARTEL: And that was based on the 
fact, I think you just said a moment ago, that in other 
jurisdictions the demands were not as great maybe? 

MR. DUNCANSON: Or there were no demands. 

MR. MARTEL: Or there were no demands. 

MR. DUNCANSON: Now, I have examples of 
those type of investment decisions and I think it is 
fairly evident from what we have been reading in 
newspapers and such. 


MR. CAMPBELL: Mr. Chairman, Mr. Freidin 
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and I seem to have some confusion between us as to 
exactly what the answer was -- we expected the last 
question so... 

THE CHAIRMAN: We took it that the 
Witness stated that he is not inferring any inference 
that there should not be appropriate regulations 
enacted as the Ministry gains a better understanding of 
environmental concerns after, in accordance with your 
question, due consultation with the Ministry. 

MR. CAMPBELL: Thank you. 

MR. DUNCANSON: That is correct. 

MR. CAMPBELL: Q. Now, Ms. Coke, you 
provided us with a range of statistics relating to the 
current state of Ontario's forest products industry; is 
that correct? 

MStuLCOKE-apA cmp Ledidse@mYes) Iagave 
historical data on the forest products industry as 
current to about 1984-85. 

Q. All right. Now, how do you recommend 
that the information that you have provided is of use 
to the Board in making decisions with respect to timber 
management? 

Aw eWeldj wiethought ltsetsthat outrtatethe 
beginning what it was for on purpose. | 


MS. BLASTORAH: Mr. Chairman, I think we 
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did outline in our opening remarks that this was 
intended by way of background and surely it should be 
up to the Board to decide what they want to do with it, 
TC is not™up "to Mrse Coke. 

MR. CAMPBELL: Well, I am not asking Mrs. 
Coke to make the decision of the Board, Mr. Chairman. 

I am saying that we have had a vast array of 
statistical information put before us and I think it is 
quite appropriate to ask a witness: 

What are the appropriate uses and 
conclusions which can be drawn from that information 
and, more importantly, what cannot. 

THE CHAIRMAN: Well, there is a lot of 
@ifferent data put before us, Mr. Campbell. 

MR. CAMPBELL: Exactly. 

THE CHAIRMAN: I am sure the data can be 
used for a variety of different purposes. 

MR. CAMPBELL: That is just what I would 
like to know. I would like Ms. Coke to outline those, 
please. 

MS. BLASTORAH: Maybe he can put a more 
specific question to the witness, it would be helpful. 

MR. CAMPBELL: Well, I am not required to 
do that, Mr. Chairman. This witness has put forward a 


range of data. I am entitled to ask what conclusions 
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should the Board draw from that evidence with respect 
to the undertaking which is timber management. 

THE CHAIRMAN: But I think you have to be 
a little more specific, Mr. Campbell, as to what 
specific data you are referring to. 

I mean, she has put together -- or this 
panel has put together a variety of different data. 
Surely, the purpose of this data does not apply 
equally, if it applies at all, to the timber management 
undertaking, and I think eee have to sort of refer her 
to a specific type of data and ask her if that data can 
be used, in her view, towards assisting us in dealing 
with the undertaking before us. 

MR. CAMPBELL: All right. 

Ome Msi Cokevsert Vougwouldeturn to the 
Table of Contents of your paper which can be found at 
page 31. 

MS eCOKEEMELA. GaOkay, ls nave ric. 

Q. Do you have it? 

Ate CS piu ledo. 

Q. Under the heading: Features of the 
Ontario Forest Products Industry, you discuss its 
contribution and there are several pages of information 
giving estimates of economic activity and so on 


relating to its contribution. 
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In what way can the information contained 
in that section be of assistance in making decisions 
with respect to timber management? 

A. Actually, what I was trying to do was 
give the Board, as I said at the beginning of my 
presentation, just an overview of the statistics of the 
forest products industry, some of its recent history 
and, in that particular section, I wanted to outline 
the data that was available on its contribution to 
value added in the economy overall, its place as an 
employer in the province, it's indirect impact on the 
economy of Ontario and of Canada. and the role that it 
plays in the Canadian forest products industry. 

Just basically statistics on the 
background of this industry and where it fits in the 
economy. 

QO. All right. But with respect to the 
choices -- let me come at it slightly differently: 

With respect to the choices that are 
available with respect to conducting timber management 
in this way or that way, would you agree that this 
information - and I will widen it to your whole report 
if you like - that this informaticn does not provide 


any analysis of the advantages and disadvantages of one 


set of choices with respect to conducting timber 


Farr & Associates Reporting, Inc. 


24 


25 


Andersen, Duncanson,Coke 6869 
cr ex (Campbell) 


management as opposed to another set of choices with 
respect to timber management? 

A. I was not asked to look at timber 
management or timber supply or any of the questions of 
the supply side of the issue, I was simply asked to 
Give information on the industry and basically into 
which this wood is flowing. That is really what I was 
asked to look at. 

Ome Aljarignt ta Can *latake Wtathen’ that 
you would agree that the information that you have 
provided does not assist in evaluating the advantages 
and disadvantages of the sets of choices that are 
available with respect to timber management? 

A. Yes, I guess I would have to agree 
with that, it was not intended to do that. 

Q. That is fine. I just want to be sure 
that we agree what it can't in fact be used for. 

A. Mm-hmnm. 

© Susthankivou.ee And! you “doni't: wish to 
qualify that answer in any way? 

A. Iwas asked to provide the Board with 
the basic statistics on the industry. 

Q. I understand that. 

A. That is what I was asked to do. 


O.us lasunderstand. that... 


Farr & Associates Reporting, Inc. 


24 


25 


Andersen, Duncanson,Coke 6870 


cr ex (Campbell) 


A. And I was not -- I am not competent 
to address issues of how the industry should be 
supplied and what would be an appropriate way to get 
the wood to the mill door. All I was asked to look at 
was: Who works in those mills, where are they located, 
what do they do with the wood, what products do they 
produce. That is all I was asked to do. 

O@ JALlsright.) But liwoudd induc f fake 
an answer to my question. 

A. I think I am answering your question. 

Q. All right. Well, I asked you whether 
you agreed that the information in your report was not 
of assistance in evaluating the advantages and 
disadvantages of the choices, different choices that 
could be made in timber management and you agreed with 
that proposition? 

THE CHAIRMAN: And that is your opinion? 

MS= <COKE se That isrmy 1opinvon. 

THE CHAIRMAN: Whether we agree with that 
opinion or not is a different question. 

MRee CAMP BEUiiey ei hate Vs ea: 

MR. COSMAN: Mr. Chairman, this is a 
Matter of legal argument. It is matter of apvlying the 
criteria of the Act, it is not a question of whether or 


not, in particular, as to the relevance of this 
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documentation this is not a matter for -- this 
cross-examiner cannot ask this witness: Should the 
Board not take this into account. That is not for -- 
this witness to decide. 

MRieeeCAMPBEIIice. I odid not .—— 

THE CHAIRMAN: Just a moment, gentlemen. 
I don't think Mr. Cosman, Mr. Campbell is asking that, 
he is asking for this witness' opinion simply as to 
whether or not she believes that this information can 
be used for a particular purpose to assist the Board in 
arriving at decisions related to timber management. 

Whether or not we accept her opinion, 
whether or not we utilize this information in whatever 
way she suggests, is completely up to the Board and, I 
would suggest, to some extent it is up to counsel to 
make argument at the end of the day as well as to how 
it should be used or how it should not be used. And 
then at the end of argument the Board again will 
utilize its own judgment as to how it should be 
appropriately used or not used. 

MR. CAMPBELL: I don't disagree with any 
OL thatweMnaeCharrmanmebutel would=-——«Ieamenot going to 
let Mr. Cosman's remarks go by without saying that 
where volume of information of this type is put forward 


by an expert qualified to give opinion evidence, I am 


e 
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surely entitled to examine what, in the view of that 
expert qualified to give opinion, is or is not an 
appropriate use of that information. 

My heavens, if I can't do that, I might 
as well go home. 

| THE CHAIRMAN: I think it is a fair 
question for AR to ask what, in the witness' view, is 
the appropriate purpose for that evidence and I think 
that is really the gist of your question, in her view, 
and I think she has answered that. 

MR. CAMPBELL: Exactly, Mr. Chairman. 

Q. Now, Ms. Coke, so I understand the 
scope of your report, am I also correct that the report 
does not analyze in terms of projected levels of 
economic activity in Ontario, or in the area of the 
undertaking, any different levels of activity which 
would occur if set A of timber management choices was 
made instead of set B of timber management choices? 

MS. COKE: A. Could you please tell me 
what set A and set B of timber management choices 
means? 

On Ttthink, MS. Coke; eLeam going! to task 
you, for the purposes of my question, just to assume 
that they are different. They are different sets of 


timber management choices. Just assume that for the 
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purposes of my question. 

A. What does a timber management choice 
mean, though? I am not a forester, I don't know what 
it means. Does it mean -- what does it mean? It 
doesn't mean anything to me. I am not an expert in 
that, so I need a little help. 

Q. Well, timber management is a defined 
term in the undertaking, so can you turn to your 
Roederer ced Assessment. 

A. OkKay. 

Ofte ltwconsistsaofsftour, things. 

A. What vage -- I am sorry, what vage 
are you on? 

OO] "Page 9 eslt=consistssofefour things; 
it consists, first, of provision of access to 
harvestable timber and you would agree, I take it, as a 
general proposition that there are different degrees of 
access that could be provided or different types of 
access that could be provided? 

A. I understand that is the case. 

Ove aAlleright. mAnd with respect to No. 
2, harvest of the timber for transport to wood 
processing facilities, there are different harvesting 
techniques outlined in the Environmental Assessment; 


are there not? 
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A. I presume that there are different 
ways of harvesting. I am not an expert, as I said in 
this, but I presume there are. 

Q. I am not asking you to be an expert, 
but you would agree that there are different methods of 
harvesting for transport to wood processing facilities? 

A. I guess I have to accept that, 
mm-hmm. 

Q. All right. And would you agree also 
that there are different, for instance, different 
methods of renewal of the timber resource; preparing 
the site for regeneration and regenerating the timber 
by natural or artificial means, there are different 
ways of doing that? 

A. I understand that is the case. 

Q. And you can do it to a greater or 
lesser degree? 

Ae I understand that is the case. 

Q. And similarly -- 

A. You have options, yes. 

Q. Yes, you have options. And in terms 
of Item 4, maintenance of the timber resource, 
including tending and protection listed there, that 
there are different levels of maintenance that can be 


undertaken? 
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A. I understand that is so. 

Q. And there are different types of 
maintenance that can be undertaken? 

A. I understand that is so. 

Ocoee ALlLeright. 

A. But, again, I am not a forester and I 
don't know what a lot of these things really mean. I 
mean, I don't know what it means to tend a forest and 
I don't know if there is ten ways of doing it or two. 

Q. I am not asking you any question -- 

A. All right. I don't want to mislead 
anybody, I certainly don't want to mislead the Board 
that I would know in any technical detail what those 
things really mean. 

Q. All right. Now, my question is 
simply that there are a range of choices in each of 
those and you can make one set of choices or you can 
make another set of choices, as a general proposition? 

A. That is true of just about every 
problem we face. 

One wExact. yr. 

A. Okay. 

Q. Now, your study, as I understand it, 
has made no attempt to outline the different sets of 


choices that can be made and estimate the economic 


Farr & Associates Reporting, Inc. 


24 


25 


Andersen, Duncanson,Coke 6876 
cr ex (Campbell) 


activity differences that would arise if choice A was 
made versus choice B or choice C; is that correct? 

AVeeinat 2s correct, 

Q. Thank you. Now, Dr. Andersen and Mr. 
Duncanson, I really sort of have the same series of 
Gucs one for your study. 

You, as I understand it, have forecast an 
increased demand for the nrocdc ts of Ontario's wood and 
paper and allied industries; is that correct? 

MR. ANDERSEN: A. Not quite. 

Q. Well, have you forecast a decreased 
demand for the products of Ontario wood? 

A. I don't think you understand me. 

Q. Well, let me put my question here. 

A. We are making a forecast of the 
market, the markets served by Ontario producers, we are 
forecasting the market, we are forecasting U.S. 
consumption. 

O.. Weller 

A. And demand of the market. We are not 
saying who supplies the market, we are saying the 
supply of the market, from our point of view, Mr. 
Campbell, depends on factors such as competitiveness, 
market share competitiveness, ability to supply. 


But that is not what I'm dealing with, I 
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am dealing with the markets which are presently served 
by Ontario producers being basically the nine states 
that we are looking at, with some adjustment for New 
York, Pennsylvania and the Ontario market itself. So 
we are looking at consumption in the United States of 
printing and writing paper, newsprint, and wood 
products. 

Of ALL Giant...) But 2. amlafraid! your 
answer sort of startled me. Are you suggesting that 
simply you have presented some view as to what 
increased demand.will: be in traditional markets for 
Ontario products, but that you have made no link back 
to whether that traditional market will in fact be 
served by Ontario plants? 

I took your evidence quite the contrary, 
that you felt that a substantial portion, that there 
was a Significant demand going to be felt in Ontario to 
serve those traditional markets. 

A. Our report is written in several 
sections and the section that I dealt with, as I 
testified on Friday, was the demand section and the 
other parts of the report dealing with competitiveness 
were dealt with by Mr. Duncanson. 

I am dealing with the markets, the 


markets that are served by -- currently served by 
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Ontario producers and we see substantial growth in 
those markets that are basically in our backyard. 

OL ALI right. well -el sthougiic to nad 
started my question by addressing it to both yourself 
and Mr. Duncanson, if I didn't I apologize. 

Can I take it though that the thrust of 
the report on which the two of you worked is that you 
do forecast an increased demand for eHemonoduees of 
Ontario's wood and paper and allied industries? 

A. We are forecasting the U.S. 
consumption trends. Who supplies those trends is 
dependent upon factors such as competitiveness. I made 
it very clear in my lead evidence on Friday that I am 
dealing with the market, the end market, I am not 
dealing with fiber supply. 

Q. Well, again, my question is directed 
at both of you and is -- Dr. Andersen, taking the 
report as a whole - and, Mr. Duncanson, if you want to 
contribute to this answer I would ask you to do so - 
but taking the report as a whole, are you suggesting 
that the report leads to no conclusion with respect to 
the demand that will be felt in Ontario with respect to 
those traditional markets? 

A. The conclusions of our report, if you 


want to refer to that page, the conclusions of the 
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report which deal with the market and competitiveness 
and certainly investment activity, the investment 
climate is positive. 

Q. Well, I am not sure, with respect, 
that that is responsive to my question. I took the 
thrust of much of your discussion in your direct 
evidence, and indeed through the report, as supporting 
a conclusion that the industry in Ontario would enjoy 
or would experience an increased demand for its 
products; that is, the demand would be experienced in 
Ontario for products to serve those markets. 

Now, am I incorrect in that conclusion? 

A. I think that that conclusion probably 
jumps over a number of considerations, Mr. Campbell. 

Ome Wellijel St wrongworsisert envoht.in 
your opinion? 

A. What we are saying is that the 
markets are there, the markets are growing. How those 
markets are served in the future I am sure depends on 
policy, depends on a number of complex issues which 
this Board is considering. We are saying the market is 
big, it is there, that Ontario is generally competitive 
and that the industry is forwardlooking and reacting to 
the opportunities that seem to exist at the present 


time. 
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One Wells iseitetair® tomdraw ithe 
conclusion from that, Dr. Andersen or Mr. Duncanson, 
that in fact Ontario's wood and paper and allied 
industries are likely to enjoy an increased demand for 
their products? 

| A. We have broken the industry down into 
several sections. We made it very clear that for wood 
products we are talking about the market being 
maintained. We don't know what policy decisions are 
going to be made with respect to wood supply, obviously 
that is a policy issue. There are many ifs here. 

QO. I did not ask any question with 
relacion to wood supply, Te don te thinke see Chink 
asked whether it was fair to draw from your conclusion, 
and I will take what you say about the wood industries 
as saying that you anticipate demand in that industry 
CO pea. lac. 

A. Mm-hmm. 

Q. But my simple question is: Is it 
fair to draw from all of your evidence over the last 
few days, and your report, that there will be an 
increased demand experienced in Ontario for the 
products of Ontario's paper and allied industries? 

THE CHAIRMAN: Not whether it will in 


fact occur? 
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DR. ANDERSEN: Whether -- 

THE CHAIRMAN: But ip Ontario's -- is 
Ontario well positioned, in your view, to take 
advantage of this increased market demand? 

MR. ANDERSEN: Thank you, Mr. Chairman, 
that seems to simplify it. Perhaps sonietimes we try 
and make things more complicated than they really are 
and I aplogize for any kind of -- 

MR. CAMPBELL: Well, Mr. Chairman, with 
respect that is not my question. My question -- I 
understand they have expressed a variety of opinions on 
whether the industry is well positioned to take 
advantage of it. 

What I am asking is: Is it fair to take 
the extra step and conclude that that demand will in 
fact be experienced in Ontario mills. And if he can't 
answer that, fine. But that is the conclusion that I 
have taken and I am quite pleased to take it, it is a 
nice thing to know. I mean, I consider it a very 
positive thing, but if it is wrong, I want to know. 

And I think, with respect, Mr. Chairman, 
it is a different question. 

THE CHAIRMAN: Well, I took his answer 
that he just gave to indicate that that answer depended 


on a number of other factors for which he was not 
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addressing such as supply, policy, et cetera. 

MR. CAMPBELL: Fine, if he can't 
answer -- 

THE CHAIRMAN: I do not know -- if that 
was your answer, if it was taken in the appropriate 
context, but that is what -- 

DR. ANDERSEN: Yes, with due respect, I 
feel that there are policy considerations here. We are 
saying that the market does exist, thatieateisigrowing, 
we are saying that we are currently competitive, we are 
saying that the industry is looking at technological 
improvements, but obviously it seems that the ability 
to capture this growth does depend on factors that I am 
not qualified to respond to. 

MR. MARTEL: Could I ask what this 
statement means then in your conclusion: 

"The Ontario economy in turn is being 

stimulated by its linkages with the 

reviving U.S. manufacturing sector." 

DR. ANDERSEN: Yes, that is a very good 
point. 

MR. MARTEL: That indicates -- 

DR. ANDERSEN: The economy itself in 
central Canada and also the midwest, which is a very 


important market for Ontario forest products producers. 
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In the midwest employment tends to be concentrated in 
manufacturing and in agriculture. 

The midwest and parts of the northeast 
were in a state of economic weakness earlier in the 
1980s because of the uncompetitive position that the 
U.S. dollar was placing American smokestack industries 
Ti 

However, since 1985 there has been a 
fundamental and a historic change in the currency 
alignment against overseas companies with the effect 
that companies like Caterpillar and Timkin, which were 
on the verge of bankruptcy in the mid-1980s, because 
foreign competition was stealing not only export 
markets but also domestic U.S. markets. 

These companies have now come back to 
full health and the layoffs in blue-colour America 
which were very extensive in '85 and '86 have turned 
around into very strong employment gains in U.S. 
manufacturing and in these regions in 1987 going into 
1988 with this currency realignment being a very major 
fact of regenerating the economic health and, in a way, 
changing the economic power balance in the regions of 
the United States towards the regions such as the 
midwest which are very important for us. 


MR. MARTEL: But that is going to affect 
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the Ontario forest products industry, then? 

DR. ANDERSEN: Well, yes, we think it has 
been to some extent because, as we mentioned, the 
consumption of paper -- newsprint, rather, by region in 
the United States, as I pointed out to Mr. Castrilli 
yesterday, has really been quite favourable in the last 
year. 

The growth of newsprint consumption in 
both the northeast and also the northcentral regions of 
the States, '87 compared with '86, showed substantially 
higher growth than -- in percentage terms than the U.S. 
south. So there is -- and also in terms of population. 
We can see that the size of the population in the nine 
states, in that inner circle, that population growth 
seems to be picking up a bit in 1986 and also into 
OST 

MRS. KOVEN: You don't have any 
indication though that that is reflected in Ontario's 
market share? 

DR. ANDERSEN: Well, the market share, as 
I said, has been slipping in relative terms because the 
U.S. market has grown so rapidly. I felt that it was 
more -- 

MRS. KOVEN: Or because Ontario's 


capacity to-- 
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DR. ANDERSEN: To respond to that. 


MRS. KOVEN: --serve that market has 
declined? 

MR. ANDERSEN: Exactly. But my point is 
that our market share ein relative terms, the market 


share erosion hasn't really affected our capacity 
utpLization. el thinksour, capacity utilization is 
somewhat higher than U.S. mills, but Mr. Duncanson is 
MOV. teas 

THE CHAIRMAN: Well, going back, Mr. 
Campbell, I think to your original question, do you 
want to ask it one last time and see if you get an 
answer out of this panel. 

MR. CAMPBELL: Maybe I will refer the 
panel to the outline of evidence for Panel 5. Maybe I 
can come at it more easily this way. 

Q. Do you have that, gentlemen? 

MR. DUNCANSON: A. What exhibit exactly 
is it? 

Q. It was Exhibit 5 during the 
preliminary hearings, it is the outline of evidence 
that was provided by the Ministry. 

MS. BLASTORAH: They don't have a copy of 
that. 


MR. CAMPBELL: Could the panel be 
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provided with a copy, please, Mr. Chairman? 

MS. BLASTORAH: Well, Mr. Chairman, I 
don't have documents from the preliminary hearings here 
either and I feel it is unfair -- 

THE CHAIRMAN: I am afraid we do not have 
them. 

MR. CAMPBELL: It is relatively short, 
Mr. Chairman. I will just read the sentence and if 
there is a problem we will deal with it then. 

Q. It outlines a number of areas that 
are going to be covered by Panel 5, one of which reads 
as follows: 

"The particular factors that affect the 

competitiveness of the industry will be 

described and a forecast of demand for 
forest products will be given." 

Now, as I understand your testimony -- 
and, again, my question is both to Dr. Andersen and Mr. 
Duncanson, so both please consider it directed to you 
and if one answers first and the other is happy with 
the answer, then I guess we will leave it at that, but 
it is directed at both of you. 

In terms of a forecast of demand for 
forest products, as I understand what you have just 


said, Dr. Andersen, this report -- your report 
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contained in Exhibit 191 addresses the size of the 
market and, in that sense, is a forecast of demand, but 
it is not -- the report does not address the question 
of how much of that demand will be experienced in 
Ontario; ste that correct? 

DR. ANDERSEN: A. I would like to say 
that we forecast demand for forest products in the key 
markets served by Ontario companies. We have not 
forecast supply, we have not forecast the market share 
of Ontario producers. We are forecasting the demand 
for forest products in the markets served by Ontario 
producers and whe supplies those markets depends on... 

One Alliravghtiss Somletus #stakesthissone 
step at the time. What you forecast in effect is the 
size of that market? 

A. We are forecasting demand for forest 
products in Ontario and demand for forest products in 
the northeast and basically the U.S. market. 

Q. All right. And when you say demand 
for forest products, what you are saying is-- 

A. Consumption of forest products. 

Q. --the consumption that takes place 
once those products are put into the marketplace? 

AiasaRighti. 


Ome Alright. So your weport, as I 
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understand it, specifically does not link that market 
consumption to the proportion of that market 
consumption which will be experienced by the mills as a 
specific demand for their products; is that correct? 

A. You see, we don't forecast market 
share. You must understand that market share is a very 
complex issue, it depends on what happens in Quebec. 

THE CHAIRMAN: Just a second, Dr. 
Andersen. Let's go back just so we can try and clear 
up this one question. 

I think from what you have said your 
answer to Mr. Campbell's question is probably a yes, 
but so that you understand it, when he talks about what 
market demands will be felt or experienced by Ontario 
producers -- Mr. Campbell, could we put it in terms of 
will be met by Ontario producers? 

MR. CAMPBELLS * Thac-1Ls ciancoeeelomes the 
size of the market -- they have given a forecast, as I 
understand it, of the size of the market in Ontario, 
the United efareg for forest-based products, and that 
is what they call the forecast of demand. 

And, as I understand it, this document 
makes no attempt to arrive at any conclusion as to the 
proportion of that consumption of forest-based products 


that-- 
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CHAIRMAN: That will be met by 


CAMPBELL: --will be met by Ontario 


ANDERSEN: Yes. 


CAMPBELL: Q. That is correct? 


ANDERSEN: A. We don't forecast 


market share, that is correct. 


Or 
correct? 

A. 

Q. 

A. 
market share? If 
is not correct. 

oO; 


A. 


A. 


Q. 


So the statement that I have made is 


We do not forecast market share. 
Is the statement that I made correct? 
Did you say that we do not forecast 


that is the case, then your statement 


I am saying that -- 

Why don't we -- 

If by market share, do you mean-- 
We don't forecast supply. 


--the proportion of consumption of 


forest products that will be served by Ontario? 


A. 


That will be met by. We are 


forecasting the demand facing Ontario producers, Mr. 


Chairman, the demand facing Ontario producers. 


THE CHAIRMAN: But you are not 
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forecasting how much of that demand will be met by 
Ontario Cpe aptipvents 

DR. ANDERSEN: That's correct. 

MR. CAMPBELL: Thank you, Mr. Chairman. 
I don't know why you get a simple answer and I never 
do. 

MR. COSMAN: He said that ten minutes 
ago. 

MR. CAMPBELL: Well, with respect, I 
dont sthinkwhnesdid:, 

THE CHAIRMAN: Well, it is almost time 
for lunch, gentlemen. How long are you going to be in 
this area, Mr. Campbell? Perhaps we can continue on 
with it until you get to a new section. 

MR. CAMPBELL: I think I will only be a 
moment or two longer, Mr. Chairman, and it really just 
rounds out the circle of the questions that I first 
went through with Ms. Coke and I now address to Dr. 
Andersen and Mr. Duncanson. 

Q. Dr. Andersen and Mr. Duncanson, you 
heard me pose the question to Ms. Coke that there were 
different choices that could be made in timber 
management, and I take it you would both agree with 
that; asetnat ecorrectr 


MR. DUNCANSON: A. Yes. 
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DR. ANDERSEN: A. Yes. 

Q. And am I correct that your analysis 
contained in Exhibit 191 does not address in any way 
the advantages and disadvantages associated with 
different choices which could be made with respect to 
timber management? 

MR. DUNCANSON: A. That's correct. 

DR. ANDERSEN: A. Mine does not. 

MR. CAMPBELL: Thank you. Thank you, Mr. 
Chairman. This would be a convenient moment for the 
lunch break. 

THE CHAIRMAN: Do you have any estimate, 
Mr. Campbell, at this point how long you will be in 
cross-examination? 

MR. CAMPBELL: I think I will be another 
hour, Mr. Chairman. 

It might well be helpful in one of the 
later areas that I am getting into, if Mr. Freidin and 
the witnesses could stay for just a moment. I want to 
sort of outline for them some numbers that I am looking 
for and then they can determine whether or not that is 
a possible thing or just how to deal with it. 

It might be helpful to them in sort of 
speeding up the afternoon if Mr. Freidin and his 


witnesses are willing -- or Ms. Blastorah and her 
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witness are prepared to do that, otherwise I might be a 
little longer because the explanation might be a little 
longer. 

THE CHAIRMAN: Okay. Why don't we 
adjourn now for lunch until two o'clock and then we 
will come back to your questions right after lunch. 

MR. CAMPBELL: Thank you, Mr. Chairman. 

THE CHAIRMAN: Thank you. 

---Luncheon recess at 12:35 p.m. 
---Upon resuming at 2:00 p.m. 

THE CHAIRMAN: Thank you. Be seated, 
please. 

MR’. oFREIDIN: «Mrs "Chairman, #rfelecan 
advise in relation to the bus and the tour tomorrow, 
there will be an 11-passenger van, I stress 11, at the 
front door of this hotel at nine o'clock tomorrow 
morning and the tour will be at the Great Lakes mill 
and will commence at 9:30. 

I mention 11 because if it takes more 
than 11 people it will be in contravention of some law 
or other. Ms. Blastorah advises her car will be in the 
back and, in fact, she can take a few of the extra 
people if that's required. 

THE CHAIRMAN: Very well. Thank you. 


MR. COSMAN: Mr. Chairman, in terms of 
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clothing, it can be dirty so I don't suggest people 
wear their best clothing. As far as shoes are 
concerned, they should be closed at the toes. 

THE CHAIRMAN: Are you ready, Mr. 
Campbell? 

MR. CAMPBELL: Just a second. 

Mr. Chairman, one of the questions that I 
wanted to explore with this panel, it is becoming 
increasingly clear to me that it is inappropriate to 
explore AE Se this panel, is the question of social or 
economic criteria which either could or will be used 
when making timber management decisions following the 
approval of this undertaking. 

Now, you will note that I am assuming for 
the purposes of this that the undertaking is approved-- 

MR. FREIDIN: Thank you, Mr. Campbell. 

MR. CAMPBELL: --and I don't anticipate 
changing my position on that matter. 

THE CHAIRMAN: Pure speculation on your 
part. 

MR. CAMPBELL: That's right, but well, 
like many other things. 

My concern is aimed at, as I spoke 
earlier this morning, about choices that are made 


within timber management. There are clear choices that 
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can be made in iped management emphasizing this 
direction or that direction, and my concern in all of 
this is not just: Are statistics going to be gathered; 
that is, are social statistics or economic statistics 
going to be gathered, but in fact how is that 
nfoenaered going to be used in making decisions 
amongst the various timber management choices that are 
available. 

And I have asked Ms. Blastorah if she 
could advise as to whether there will be any further 
evidence as to the social or economic criteria which 
either could or will be used when making timber 
management decisions following the approval of this 
undertaking. 

I don't know whether she wishes to 
address that question now before I continue with the 
panel or later, but I am concerned that this panel, 
which in the outline of evidence was aimed in part at 
socio-economic analyses, cannot deal with that kind of 
a question about analyses between the different choices 
that are available and I need to know when that will 
be. 

MS. BLASTORAH: Mr. Chairman, I can 
advise that the socio-economic criteria will be 


addressed by various panels within the context of the 
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material that they will be dealing with and, more 
specifically, I believe that those criteria may be 
addressed in Panels 6, 7 and 8 and will be addressed at 
the micro-—leveljinyPanels!.10,:.11, 12,,.13, .14 and 15. 
The last panel, of course, being the one that deals 
with timber management planning or the timber 
Management plan -itself. 

MR. COSMAN: Mr. Chairman, I just want to 
Say some submission was made, rather than an innuation 
in cross-examination of this point, that we will 
reserve our argument I think to you on the application 
of social/economic criteria. I won't make it now, I 
don't think it is appropriate to make it now but we 
Will be leading evidence and making argument on that 
point. 

MR CAMPBELL tom Ald e@rightieSo it of 
understand Ms. Blastorah correctly, that it is 
appropriate for in preparing to cross-examine all of 
those named panels to indicate -- to expect that those 
panels can answer questions about the various choices 
that can be made in their areas with respect to timber 
Management activities and the differing social and 
economical impacts associated with those choices; is 
that fair? 


MS. BLASTORAH: If I understand Mr. 
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Ganpnent correctly, to the extent that those criteria 
are relevant to the issues being discussed in the 
various panels, that will be the case. So, as I said 
before, within the context of what they are discussing. 

MR. CAMPBELL: All right, thank you. 

Q. Now, to come back to what I am really 
here for, panel. If we can go back to the logging 
industry analysis for a moment. 

Ms. Coke, as I understand it, the value 
added in that portion of the industry is about 
$400-million a year; is that correct? I have taken 
that from page 51 of the exhibit, which is 191. 

MS. /COKE:* "As § ‘Thateaercorrect, mm-hmm,; 
Diels oor 

Q. And that figure relates to the whole 
of Ontario? 

Aw) Yes eit rdoes. 

Q. And we have agreed that in terms of 
the industrial classifications that you have used, the 
industrial classification of logging includes the 
activities that are subject to the environmental 
assessment, but would you -- 

MS. BLASTORAH: Mr. Chairman, I would 
just like to clarify that point because I think Mrs. 


Coke's answer this morning was that it included the 
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activities within the undertaking as she understood 
them, to the extent that they were included within the 
Stats Can definition. 

I understood that was her answer, but she 
did limit it to logging as defined by the Stats Can 
definition. 

THE CHAIRMAN: Gut she also, I think, 
indicated that she agrees with the Stats Can 
definition. 

MS. BLASTORAH: Yes. 

MS---CORE sagelnatGys, correct. 

MR. CAMPBELL: Q. Now, am I correct that 
even then that the subject of this environmental 
assessment relates to Crown land within the area of the 
undertaking so that the $400-million per year of value 
added could be expected to be an overstatement of the 
value added with respect to the undertaking itself? 

MS.6 COKE<0orA Sa iiicantisayetorialliof the 
data that it applies to Ontario overall because that is 
the way I am able to obtain the data, yes. 

Q. So the logical conclusion from that 
is that it overstates the value added, for instance, 
Within the area of the undertaking? 

Awe -Liseisrextremely,.ditiicuitrtori me ito 


answer that. I do know that the data tells me that 96 
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per cent of the employment, for example, occurs in the 
north and the boundaries of the north don't - according 
to Treasury and Economics - don't actually conform to 
the boundaries of the area of the undertaking. 

So to the extent that they don't actually 
conform, I guess the answer has to be yes. 

Q. Thank you. Now, am I also correct in 
my understanding that the eat of shipments from the 
logging portion) of ‘the industry 1298 #$923-mUliaon;, sandmel 
take that figure from page 88 of your material? 

A. Yes, that's correct. Page 154 on 
Figure 18? That's where I drew the number, it is the 
data sheet, sorry. 

QO." AllCright2eel yustiookedtat page.s3- 

A. No, that's true, that's exactly right 
and that's where I was taking it from. 

Q. Now, my understanding of your 
explanation of the concept of value added is that in 
order to get the value added by a firm you need to 
deduct the value of the intermediate inputs from the 
total shipments, so that in this case you would have to 
deduct $523-million of intermediate inputs from the 
$923-million to get the $400-million of value added; is 
that correct? 


A. I am sorry, I am not following where 
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you are getting that from. Value added is revenue 
received by a firm minus the cost of intermediate 
inputs. And I don't know where you are getting the 
cost ofminternediace inputs, I am sorry. 

Q. Well, I am simply saying that you 
have identified $923-million as the shipments. 

A. Yes. 

Q. You have identified $400-million as 
the value added. Can I conclude from that that the 
value of the intermediate inputs is $523-million? 

A. Not necessarily, because they may be 
shipping out of inventories that they may have produced 
last year. It is hard to know exactly. 

Q. Is it a fair approximation? 

A. It is probably fair depending on what 
the inventory aAeNe Se ot 

Q. Assuming the company carried a 
relatively stable amount of inventory on an annual 
average basis, would it be fair to conclude that the 
intermediate inputs - a fair approximation for 
discussion purposes - is $523-million? 

A. Iwill say it is probably a good as 
any guesstimate, a guesstimate. 

Q. Are you able to supply with any 


better number? 
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Q. In terms of it being a guesstimate, 
could you give me a range which might be associated 
with it? 

Awe I honestly could not, I am sorry. I 
ene looked at that. 

Q. All right. Now, let's work with the 
$523-million figure, recognizing its limitations. 
Would you agree with me that that would include all 
payments to the Crown with respect to wood supply? 


A. Value added excludes wages, profits, 


‘depreciation and interest, so... 


Q. I am not speaking of value added-- 

A. I am sorry. 

Q. --I am speaking of the $523-million 
of what you classify as intermediate inputs. 

A. I don't think you classify tax 
payments as an intermediate input, it would not be 
classified as such in my definition. Maybe my 
colleagues could help me. 

Q. I think you are making the question 
more complicated than I intend it to be, Ms. Coke. 

A. Sorry, maybe I am not understanding 
VEL 3 


Q. I am just asking whether, having 
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deducted value added, we are left with some number from 
the value of total shipments, which we said is 
$523-million. 

A. Ah-huh. 

Q. Is it fair to conclude that that 
$523-million would have, as one component, the payments 
that the industry makes to the Crown with respect to 
wood supply? 

Aw ‘Lam Heneecly not sure whether the 
value of shipments includes tax payments or not. I am 
not sure whether -- I am not sure about that and I 
can't give you an answer on whether in fact the taxes 
are calculated on the total. 

Well, there is all sorts of taxes. First 
of all, there would be sales taxes which would be 
intermediate, which would be on intermediate goods that 
would be purchased, correct, by the mill, as I 
understand it. But there also would be -- I am not an 
expert on this, but there would also be taxes paid to 
the Crown for harvesting the wood, for cutting the 
wood . Ila don“t know... 

THE CHAIRMAN: Does it make a difference, 
Mr. Campbell, to whether it is or it is not? I mean, 
can you do it -- can you ask her the question both 


ways, or do you need to know the answer to that for the 
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purposes of your examination? 


6902 


In other words, assume it was included in 


thems 257 
MS. COKE: Okay, assume it was? Fair 
enough. Okay, assume that the 523 includes all tax 


payments, fine. 


MR. CAMPBELL: Q. But I don't think I am 


talking exactly about tax payments. As I understand 
it, are there not payments to the Crown - and perhaps 
Mr. Duncanson if you can help - are there not payments 
to the Crown apart from what the normal person 
contemplates as taxes for the wood supply that 
companies receive or the companies take out of the 
Crown forest; stumpage, for instance? 

MR. DUNCANSON: A. Are you referring to 
stumpage? 

Q. Well, I am not the expert in this 
Matter. If that's one of the categories of such 
payments, then fine, let's work with that and see if 
there are any others. 

A. Stumpage is a payment to government 
oO} 8 amy 

Q. For the right -- 

A fae loratamber. 


Q. For timber taken out of Crown 
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forests? 

A. ~Yes. 

Q. Are there any other payments apart 
from the normal taxes that a company pays in the course 
of doing business that are related to its taking of 
wood from Crown forests? The same way if you went to 
buy timber from a private producer, you would pay him 
for the wood. 

All I am asking is: Is that all captured 
by stumpage when you are talking about wood from Crown 
land? 

A. As far as I am familiar with 
stumpage, I believe that is true. 

MR. CAMPBELL: All right. Perhaps Ms. 
Blastorah could let me know if there are some 
additional payments that I am unaware of or that this 
panel is not aware of but, for the moment, I will just 
assume that stumpage captures all payments which are 
made for wood supply from the Crown forest. 

Q. And let's proceed on that basis. Is 
that satisfactory, Ms. Coke? 

MS. COKE: A. So I am supposed to assume 
that stumpage is included in the value of shipments 
numbers? 


Q. Well, that's my next question. That 
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in terms of the inputs that a company would use, it 
would include, would it not, payments that it had made 
to the Crown for wood from Crown forests? 

It is the same sort of thing as gas for 
trucks, equipment rentals, all of the other things that 
ane the inputs into value of shipments and value -- 

A. Well, one of the things I did at the 
beginning - and I really want to be helpful, I am not 
quite sure if this is the right thing - is that I did 
talk about the problem of taking -- trying to get value 
with or without indirect taxes. And that when we are 
trying to get to the nub of what's actually happening, 
we try and take out those indirect taxes and subsidies. 

Now -- and I am not familiar enough with 
value of shipments numbers to know whether they are 
included or not. So if it was value at factor cost, 
then it would not include those taxes; if it was value 
at market prices, it would include those things. 

And so I am afraid that I am going to 
give an answer to this I am not fully informed about 
and I am just not sure how to be helpful. 

Q. All right. Well, you drew a chart at 
the beginning that showed all of these inputs and how 
you calculated sort of the input cost and then the 


value added and that gave you total shipments? 
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A. No, I understand exactly what you are 
saying. 

Q. What you are saying is that you don't 
understand -- 

A. I don't know whether this data that 
we are working with incorporates indirect taxes or not, 
that's what I am saying. It may in fact be -- take the 
value minus the sales tax and minus other taxes, but it 
may not, and I am just not close enough to know. 

Q. All right. Does it include stumpage, 
which I take to be the payments made to the Crown for 
the right or for the timber taken from Crown forests? 

Aor I- don tvknow: 

MR. CAMPBELL: Well, Mr. Chairman, I 
wonder if I could have an undertaking from the Ministry 
to indicate the payments that are made to the Crown 
with respect to timber - wood, that is - taken from 
Crown forests? 

Now, I am nervous that in stating it that 
way there is some terminology that I am not familiar 
with. What I am interested in is simply how much does 
the Crown receive from industry with respect to the 
wood that it makes available to industry. 

And I will try and state it that simply 


and if it means it is stumpage and there are other 
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kinds of payments, I would ask that they all be put in 
the number, all be added together and included in the 
number that I am provided with and I only need whatever 
the most recent and easily available data is for a 


particular year. 


I am not concerned terribly with putting 
people to a lot of unnecessary work to get a whole 
historical background. 

THE CHAIRMAN: So you want an actual 
number as opposed to whether or not it is just included 
as an input? 

MR. CAMPBELL: Exactly. 

THE CHAIRMAN: What kind of work does 
that put the Ministry to in trying to arrive at that 
kind of number? 

MS. BLASTORAH: Mr. Chairman, I am just 
trying to determine that, if I could just have one more 
moment. 

---Discussion off the record 

THE CHAIRMAN: I mean, Mr. Campbell, you 
are talking basically pure stumpage type fees here, not 
indirect payments-- 

MR. CAMPBELL: I am talking -- 

THE CHAIRMAN: --such as contributions to 


silviculture and other things that industry may kick in 
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for along the way? 

MS. BLASTORAH: That was my concern, Mr. 
Chairman. 

THE CHAIRMAN: Yes. I mean, stumpage I 
can see them getting that kind of figure relatively 
easily and it is probably in the provincial stats 
somewhere anyway. 

MR. CAMPBELL: Could I just state the 
Simple question and if it is complicated to answer I 
will be delighted to learn about that. 

The simple question is: What does it 
cost the industry to have available to it the wood that 
it is taking from Crown forests? I have no idea what 
the class of things are that might be included in those 
costs, but I assume the Ministry would. 

THE CHAIRMAN: Mr. Campbell, I just do 
not think it is that simple because it depends what you 
mean by costs. If it is a direct cost, the industry 
may have to pay the crown "x" amount of dollars to take 
"x" amounts of cords or whatever, cunits, or whatever 
measurement they are taking out of the forest. 

MR. FREIDIN: We can provide that, Mr. 
Chairman, in terms of stumpage and area charges which 
are in the annual reports which provide that type of 


direct payment. 
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THE CHAIRMAN: But if the costs are also 
incidental to FMA agreements, incidental to obligations 
by industry to deal with silviculture, regeneration and 
all of this kind of thing, that can be considered in 
one sense a cost because if they do not follow through 
ith some of these obligations under agreements, they 
do not get the right to take the wood: out of the forest 
and that may be a very difficult number for one to put 
their hands on. 

So I think you have to be just a little 
bit more specific as to what kind of costs we are 
talking about. 

MS. BLASTORAH: Mr. Chairman that was 
precisely my concern. And I can advise Mr. Campbell 
that if he would like to look at Exhibit 29, page 26, 
that will give him the direct charges that you were 
speaking of, the stumpage and Crown dues. I think 
that's what he is after. That's page 26 of Exhibit 29. 

MR. MARTEL: Well, what other revenues 
are forthcoming from industry to the Crown? 

MR. DUNCANSON: Good question. I am not 
familiar with all the small revenues. The largest bulk 
of the revenues would come through the stumpage though, 
I believe. There is the export tax on lumber. 


MRS. KOVEN: We seem to have divided into 
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sub-groups, Mr. Duncanson. 

THE CHAIRMAN: I guess what we are 
talking about, or at least what Mr. Martel has alluded 
to as well, is: Does the figure you gave consist of 
the total revenue received by the Crown essentially in 
return for the industry being able to take timber on 
Crown lands? 

If we are dealing with revenue, per Se, 
receivable by the Crown, it may be that number. 

MS. BLASTORAH: Mr. Chairman, I think the 
concern I have here is that we can talk about, even in 
terms of revenue, direct and indirect revenue. 

I mean, obviously as Mr. Duncanson has 
stated, the most obvious kind of revenue is stumpage 
fees and area charges or Crown dues, but it depends on 
where we want to draw the line as to what's direct and 
what's indirect. I mean, we could also talk about 
various kinds of taxes and that sort of thing. 

And I think that what we can do -- I have 
already indicated to Mr. Campbell where he can find the 
information on the first two, and I think we can 
perhaps indicate to him if there is anything else that 
is really direct in that sense that we are not aware of 
now, we will undertake to do that. 


But I think going beyond that is going to 
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be a difficult exercise and may well be impossible. 

MR. MARTEL: But I am not even worried 
about a figure. I think what Mr. Campbell is looking 
for is what one might consider sources of income. 

And if you listen to his question, he is 
ae I am not sure from where the Crown receives its 
money or for what reasons; what are a list of the 
reasons, are they an exhaustive list of the reasons for 
the which the Crown receives money from the forest 
industry. 

I think that's the sort of information he 
is looking for. Is there something that we don't 
collect on, or just what are the various ways one 
receives money for the right to go in. And I 
understand gas tax and all that, but I am not sure 
that's what he is looking at. 

MS. BLASTORAH: Well, I guess, Mr. 
Martel, the concern that has been raised is we also 
have indirect revenues, if you want to call it that, 
such as the contribution of industry in other areas 
through silvicultural activity and so on, and whether 
you call that actual income to the Crown or cost 
Savings or how you want to categorize that, can cause 
problems. 


So if you are actually getting cash in 
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your hand, it is somewhat different than if you are 
Saving money that you would have otherwise had to 
spend. 

I mean, to come back to Mr. Campbell and 
say here is an exhaustive list of what the Crown gets, 
that is my concern, that I don't think we can 
categorically state that we have an exhaustive list. I 
think that would be very difficult to do because that 
would undoubtedly change over time. It depends on 
various tax situations and, you know, possible benefits 
or whatever that the industry might get. 

Pehinkethati-- i fylieunderstandihis 
question, I think what he is after is the direct types 
of revenue that we are referring to in Exhibit 29 and 
maybe he can indicate if that's not the case, and if we 
think of anything else of that type, we can certainly 
advise him of that. 

THE CHAIRMAN: Mr. Sep what are the 
limits of your inquiry? 

MR. CAMPBELL: I am sorry to say I think 
it is a little broader than what is being contemplated. 
Let me go to the end and come back, because I think the 
comparison that I am trying to make will perhaps help 
inesthia se 


What I am trying to do is compare on the 
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one hand what my friends in the industry pay to the 
Crown either by way of direct payments or the value of 
the investment that they make on an on-going basis on 


Crown forests, the sum of those two things on one hand 


-and, on the other hand, the costs to the Crown of its 


expenditures on Crown forests in administering them and 
so on, the total of those expenditures, so that we can 
see: Is that a balanced number, is it resulting ina 
profit by the Crown, is it resulting in a subsidy to 
the industry? 

I would like to know some sense of the 
answer to that question and its quantity. I realize it 
May not be possible to arrive at with precision. 

THE CHAIRMAN: Well, I think we dealt 
with part of this in previous panels. What you may be 
able to get, without that much trouble, is what the 
Ministry receives, is what the Crown receives by way of 
stumpage or taxes or anything like that. 

What you may find some difficulty in 
obtaining is what additionally the industry spends, 
particularly of its own money, which does not end up in 
the Crown's pockets, so to speak, but it spends 
nevertheless-- 

MR. CAMPBELL: On Crown forests. 


THE CHAIRMAN: --on Crown forests. It 
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may be their contribution to roads over and above the 
subsidy they get for building roads. 

MR. CAMPBELL: And if the Ministry is not 
able to provide that kind of estimate that I am looking 
for, fine, that is an important piece of information 
too. But if they can, I would like their best estimate 
so that we can see that overall the relative sizes of 
the investment and, quite frankly, who is profiting 
from that relationship, and I don't use that in any 
derrogatory sense, I think it is just a piece of 
information. 

MRS. KOVEN: Didn't we already have Mr. 
Armson testifying to the effect that the Ministry 
doesn't know what the costs are to industry in terms of 
what is spent in excess above the silvicultural 
payments outlined in the FMAs or road access or 
whatever. They simply don't know. He didn't tell us 
why they don't know, or why the government shouldn't 
care to know, but he said they don't know. I think 
that is what was said. 

MR. CAMPBELL: If in fact that is the 
Ministry's position I would rather hope that this 
panel, having taken such a broad look at the economics 
of it, would be able to provide us with some kind of 


estimate of that. If they are unable to do so and, in 
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fact, MNR is unable to do so, then that is where we are 
and that is the end of it. 

THE CHAIRMAN: Tell me, Mr. Cosman, is 
the industry intending at any time in their evidence to 
provide any kind of information in terms of what the 
industry as a whole spends? 

MR. COSMAN: I haven't discussed this. 

THE CHAIRMAN: Not individual companies-- 

MR. COSMAN: Yes. 

THE CHAIRMAN: --because some of that 
information may be privileged... 

MR. COSMAN: I haven’t discussed this 
particular question with my clients, Mr. Chairman, and 
I will raise it with then. 

But perhaps just as a matter of 
procedure. We have been 25 minutes on a matter which 
this panel can't answer. Surely this is a matter for 
an interrogatory. That is how this should be handled, 
not -- once a panel says they can't answer it, we 
shouldn't be taking this Board's time and everybody's 
time to explore something which they can't answer and 
asking for an undertaking. 

That is a very specific question to which 
an answer might be received by way of interrogatory to 


industry and then -- or subsequently to us. 
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MR. CAMPBELL: Well, I appreciate the 
assistance, Mr. Chairman, but with the greatest respect 
to my friend, in my submission, this exchange that we 
have had illustrates exactly why this is very difficult 
for someone who is not thoroughly familiar with all of 
the terminology and all the little nuances of how that 
terminology is used to put an interrogatory that is 
going to be responsive to the concern that is being 
addressed. 

And, in my submission, we haven't wasted 
one minute and even if only to try and understand what 
the difficulties are with this, but to try and get it 
stated in a way that is responsive to the concern of 
the question. 

THE CHAIRMAN: No, I think, Mr. Campbell, 
your comments are well taken. There have been 
interrogatories posed in the past by various parties to 
which -- and I think Dr. Osborn stated quite frankly a 
couple of times, he responded to the wording of the 
particular interrogatory. When it was explored in oral 
examination a bit later, it turned out that the person 
requesting the information wanted something a little 
different than the way it was exactly stated. 

So I think in terms of this undertaking 


it is difficult for all of us to precisely know exactly 
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the way to frame a particular question. I think I 
agree with you, Mr. Campbell, that sometimes these 


exchanges are necessary to clarify. 


Having said that, do you think now that 


you could put your request in the form of an 


interrogatory, wording it the way you wish after this 


6916 


clarification, and obtain the answer through a response 


to what interrogatory? 

MR. CAMPBELL: That is perfectly 
satisfactory and I will rely on the transcript, of 
course, to do that, Mr. Chairman. 

THE CHAIRMAN: Very well. 

MR? SCAMPBELIV= (O2  RNow;, (1 Le weecoutdigs 
back to page -- 

THE CHAIRMAN: Just a moment. Are we 
clear, that there is no undertaking at the moment 
except that you will be responding, I assume, to an 
interrogatory that will be posed to the Ministry in 
whatever fashion you wish. 

MS. BLASTORAH: That is fine, Mr. 
Chairman. 

MR. CAMPBELL: 9. Now, if we could go 

ack’ to *page 45%0f Bxhibreels it a wane scoetirn (i nse 
to the wood industries and I would like to turn first 


to you, Mr. Duncanson. 
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Did I understand you correctly that you 
testified with respect to the wood industries that in 
terms of financial performance the wood industry is at 
best break even, I believe were your words; is that 
correct? 

MR. DUNCANSON: A. Is that from the 
exhibit? 

Q. No, I believe this is when you were 
dealing with this in your direct testimony. 

A. Yes, it was in those words. 

Q. And is it your expectation that this 
will continue to be the case? 

A. Based on our demand forecasts we do 
not see, you know, the chance for, again, profitability 
from the sector. | 

Q. So I take it that you do expect this 
Situation to continue? 

A. .Yes. 

Oven sANdeCOUldEYousturn stovExhibit.2007 
please, which is the Future Capital Expenditures, 
Ontario Pulp and Paper Mills. 

A. Is that the revised -- oh, the 
Future, that is page 202? 

OF I guess it is -- I have a note on it 


in Ms. Blastorah's writing that says page 202A, but I 
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think it was marked as Exhibit 200. 

A. Okay, that was the revised table. 

Q. Yes. Have you done any equivalent 
table for capital expenditures in the wood industry? 

A. .No, I have not. 

Q. Can I take it from your remarks about 
financial performance that if you were to draw up such 
a table it would show very modest, if any, capital 
expenditures being made in the wood industry. Would 
that be fair? 

A. No, it would not. There are dozens 
of smaller projects that exist in the wood industries 
and I reter you to the page in our document on -- page 
200 and this is from the Stats Can and we did have = 
revision to it. 

The Stats Can capital and repair 
expenditures where I refer to the wood, which is short 
for wood industries, and we have also supplied an 
exhibit - and I didn't write down the exhibit number - 
which breaks down the capital and the repair. 

MS. BLASTORAH: I believe it is Exhibit 
198, Mr. Chairman. 

THE CHAIRMAN: Thank you. 

MRE@CAMPBELE si =O vearA ld ere ght eaSowrinac. .., 


MR. DUNCANSON: A. I do not have a 
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breakdown of that 203.9-million. 

Oca eALL tight. wSo in tterms of) location 
and projects and so on, you haven't broken it down any 
further? 

MS. BLASTORAH: I am sorry, Mr. Chairman, 
I believe it was Exhibit 199 that Mr. Duncanson was 
referring to. 

MR eICAMPBED cams ALleright.. So that in 
terms of pure capital expenditures, the figure is 
203-million but you haven't broken it out simply 
because of the number of projects. 

MR. DUNCANSON: A. The data is not 
readily available, the breakdown. 

Q. I see. All right. Within the wood 
industry, though, you have looked at the question of 
demand for products? 

A. Yes. 

Q. And could you advise in relative 
terms the demand for products for which hardwoods are 
the preferred feedstock versus meets for which 
conifers are the preferred feedstock? 

A. Is this solely in the wood industry? 

QO. Yes, I will get to the paper and 
allied in a moment. 


A. And you want me to refer to the table 
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on page 45? 

Q. That would certainly be a convenient 
breakdown. And just before you get into that table, as 
I understand the way this table works, if you take, for 
instance category -- Stats Can category 251, saw mills, 
eianine and shingle mills, that Bula encompass both 
categories 251.1 and 251.27 is that correct? 

MS.* COKE: "A .e8ihat. 1s) correct 

One Alleright.— AndWtormmy purposesieat 
you just keep at the first level of the division that 
would be satisfactory, if you could. 

MR. DUNCANSON: A. You want the 
breakdown between hardwood and softwood? 

Q. Yes, what proportion of the 
feedstock, for instance, in category 251, is the 
preferred feedstock hardwood versus softwood? 

A. Well, the saw mill is either a 
hardwood saw mill or a softwood saw mill. If it is a 
hardwood saw mill -- 

Q. I am not asking you on a saw mill 
basis. 

Att] Wells, “okay 

Q. I am saying within that industrial 
category. 


A. No, okay. If it is a hardwood saw 
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mill they would prefer hardwood. 

Q. Well, obviously, with respect. 

Avie Wella < 

Q. I am asking you in relation to that 
industrial category: saw mills, planing and shingle 
mills, are you able to advise the proportion of the 
feedstock within that category, that the preferred 
feedstock is hardwood versus softwood? 

Ans NO, oo iam, note: 

Q. And are you able to do that with 
veneer and plywood mills? 

Atm Nogt In am, not... 

Q. That is category 252. Are you able 
to do that with respect to 254 which is sashes, doors 
and other mill work? 

Asi, No,el am not: 

Q. And with respect to 256, wooden boxes 
and pallets. 

A.weNo7eleams noc: 

Os nZ5se—— 

THE CHAIRMAN: Mr. Campbell, why don't 
you ask him the question the other way around. Are 
there any categories for which you can make this 
breakdown? 


MR. DUNCANSON: That require hardwood? 
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THE CHAIRMAN: The difference, the 
relative breakdown between hardwood and softwood for 
any of the categories without Mr. Campbell having to go 
through each one of them one by one? 

MR. DUNCANSON: Well, the only category 
is in the bottom category, the sub-category. I am 
referring specifically to waferboard. 

MR. CAMPBELL: Q. And that would be 
primarily hardwood? 

MR. DUNCANSON: A. Primarily hardwood. 

Our All right= ) Welly can®l@take it then 
that in terms of your look at wood industries, you are 
unable to express any opinion as to the relative demand 
for hardwoods versus softwoods in relation to the 
products of those industries? 

A. We identify demand trends for panel 
board products of which you could further relate to 
waferboard. 

Q. Apart from waferboard production 
then, where you have spoken of hardwoods, am I correct 
that you can give us no insight as to what the 
industrial -- what the demand is from the wood 
industries as between hardwoods and softwoods? 

A. That is correct. 


Q. Within the wood industries, is there 
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any particular advantage, either competitive or 
otherwise, in Ontario that arises because af the nature 
of the wood available in the area of the undertaking? 

A. I am sorry, I am going to have to ask 
you to repeat that. 

QO. I am speaking of the industry in 
Ontario and asking you whether there is any particular 
advantage - I guess I should say or disadvantage - any 
particular advantage or disadvantage relating to 
competitive conditions or otherwise that arises because 
of the nature of the wood available in the area of the 
undertaking? 

A. Yes, I would -- as it refers to wood 
industries, the size of, you know, the diameter of the 
trees. 

Q. And you spoke of that this morning 
and that is a competitive disadvantage, as I understand 
de 

A. That is a disadvantage. 

Q. Right. Within the wood industries, 
are you able to identify any additional disadvantages 
because of the nature of the wood available in the area 
of the undertaking or any advantages arising from that 
factor? 


AL BeNo,enonadditional. 
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Q. Any other members of thempanel? 

DR. ANDERSEN: A. No. 

MS. COKE: A. Not to my Knowledge. 

O.V@ATI right. SNowss then I would like to 
turn to the paper and allied industries. I take it, 
Mr. Duncanson, from your analysis that this is the 
profitable area of the forest industries generally, the 
most profitable area? 

MR. DUNCANSON: A. That is correct. 

Q. It is where people are making money? 

An “That? isecorrect. 

QO. ) The industry ds healthy and, initact,; 
it is achieving record profits? 

A. That is correct. 

Q. Now, as I understand it, this happy 
state of affairs is directly dependent on the 
competitive advantages that the Ontario industry enjoys 
in the lucrative U.S. market; is that a fair statement? 

A® ®Iethink=the*proftitabi liityihasi astist 
to do with where we are in the demand cycle and relates 
to commodity prices. 

O.f ALIS rigntee But ieeamenotesure that I 
quite understand that as being responsive to -my 
question. Can I -- and perhaps I will go back again. 


In addition to the excellent management 
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that the industry has put in place, would you agree 
that the happy state of affairs with respect to 
profitability is directly dependent on the competitive 
advantages that the Ontario industry enjoys in the 
lucrative U.S. market? 

A. I don't like your -- the term 
directly raceaciners there are many factors-- 

Oa aA PE night: 

Ave -aeterminategor in, 

Oem A LL negate It is dependent, toa 
significant degree, on the competitive advantages that 
the Ontario industry enjoys in the lucrative U.S. 
market? 

A. I cannot disagree that the forest 
products industry, as I have indicated, is competitive. 

Q. And am I correct in my understanding 
that the fact that the industry is enjoying record 
profits is dependent, to a significant degree, on the 
competitive advantages that it enjoys in the lucrative 
U.S. market? 

AmeaNOyeLedonsteathinksi tars that 
Significant on the competitive position that is here. 
We are trying to determine how much of the 
profitability is from the bottom line up and how much 


of the profitability is where we are in the product 
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demand cycle. 

Q. Well, I haven't asked with respect, 
Mr. Duncanson, if you would limit it to this being the 
only factor. 

But I would ask you to agree and unless I 
wage missed -- completely misunderstood your evidence, 
which is possible, I have concluded that the 
competitive advantages that the Ontario industry enjoys 
in the lucrative U.S. market are a significant factor 
leading to the circumstances that it finds itself in 
where it is very healthy and making record profits; is 
that a Papen eae 

A. NO, "it isn tC. < don"t-see it. as=cne 
Significant, I see the market itself and where we are 
commodity pricewise as being the significant factor 
leading to their profitability. 

O. It is a significant factor leading to 
its profitability; you would agree witk me that far? 

A. Yes. 

Q. Where would you rank it in respect -- 
that factor, the competitiveness factor that your paper 
focused on in relation to other factors which are 
contributing to the current healthy state of the 
industry? 


A. Like I would rank the commodity price 
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_ 


demand which reflects on the operating rates and then 
the competitive position. 

Q. .All-right.. So it is the fact --.the 
single most important factor is that there is a high 
level of demand in markets that Ontario can serve; is 
that what I understand you -- 

A. That's correct. 

Q. And the second most important factor 
in terms of profitability is that Ontario industry 
enjoys competitive advantages in serving that market? 

A... Yes. 

Q. Now, as I understand it, the 
particular feature that gives rise to that competitive 
advantage -- to those competitive advantages - and I am 
speaking of paper and allied industries here - is the 
fact that much of Ontario's timber resource consists of 
high quality coniferous wood fiber? 

Do you agree with that proposition? 

A. That is the -- the high quality of 
fiber that Ontario paper producers find themselves with 
does not lead to increased profitability, but it does 
maintain their ability to produce higher quality papers 
which, in turn, ensures the high percentage of market 
demand. 


THE CHAIRMAN: Ensures an ability to 
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serve a high percentage of market demand? 

MR. DUNCANSON: Thank you. 

MR2 "CAMPBELL: FALIT right. Now, eMr: 
Chairman, in answering this question Mr. Duncanson very 
carefully omitted one word that is of importance in 
Pace matter and I am going to restate my question and 
ask if he would respond to it. 

Q. And I would ask you whether the 
particular feature that gives rise to the competitive 
advantages that you have been speaking of in your 
testimony is the fact that much of Ontario's timber 
resource consists of high quality coniferous wood 
fiber? 

Do you agree with that proposition? 

MR. DUNCANSON: A. Yes. 

Q. Now, Mr. Duncanson, do you also agree 
that for each product being produced there are specific 
types of trees which are required to achieve a product 
of a particular type and quality which is attractive in 
the marketplace? | 

Do you agree with that proposition? 

MR. DUNCANSON: A. Not exactly. Through 
technology there is an ability to use a wider range of 
species to end up with virtually the same end product. 


O.° “ALP right®? = Butil don: tatake: thatees 
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qualifying your previous answer. Is that intended to 
qualify as well your previous answer? 

A. I am not trying to qualify the 
previous answer. 

OMe ALleright. £Buty for “instance; Lf iI 
consider newsprint, that is just not a homogeneous 
product, there are different qualities and grades and 
so on of newsprint, as I think you demonstrated the 
other day with the various papers you showed us; is 
that correct? 

| Ava eSs 

Q. And that the ability to obtain a 
specific desired quality or grade of product, be it 
newsprint or any of the other grades, you can't just 
use any old trees presumably? 

A. There are some limitations. 

Q. And would you agree with me that as 
you get into the higher quality products -- let me back 
up. My impression of your evidence is that the market 
for paper and allied products is more and more focused 
on what might be called higher quality products; is 
that fair? 

Anw "No. 

OR wally your friend was nodding 


affirmatively while you said no. 
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A. Well, what do you -- you know, is 
ordinary bond paper, is that high value added? I mean 
is that what you are... 

Q. Well, let me put it in your terms 
then. Would it be unfair of me to conclude that the 
highest value added products were also the most 
limiting products in terms of the type of wood that 
they can use in their production? 

AD NOGe cent: there are -- you know, 
it is not solely the wood fiber, it is the process, it 
is the way in which you convert that wood fiber and 
what you do to that wood fiber. 

®O. “I understand’ that ..and-deguess Tam 
trying to get some understanding of the degree to which 
you have agreed that the particular feature that gives 
rise to Ontario's competitive advantages is the fact 
that much of our resource consists of high quality 
coniferous wood fiber. You have agreed to that 
proposition? 

A.” *Yes% 

Q. And I guess what I am trying to get 
some sense of is: Within the areas in which we are 
enjoying profitability, to what degree can we 
substitute away from the high quality coniferous wood 


fiber without impairing our position in the 
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marketplace? That is what I have no sense of and that 
is, I guess, basically what I am looking for. 

A. Your question is extremely general in 
nature and you basically have to go product by product. 
For instance, if you want to produce tissue paper, you 
could use hardwood, you could use softwood. If oe 
want to make newsprint, you are fairly restricted in 
the fact that you cannot use a large portion of poplar. 

Q. All right. Maybe the way to come at 
this would be to -- and, again, just before I go on, 
you don't intend that as any kind of qualification, as 
I understand it, on your earlier agreement about our 
competitive advantage attaching in particular to high 
quality coniferous wood fiber; you don't intend that as 
a qualification to that? 

A. No. 

O. JAll enone. JeNow -.could swengo ibackmto 
Exhibit 200 then which is your chart of the future 
capital expenditures. 

And you will have discerned by now that I 
will break every rule of cross-examination because I am 
not entirely clear that I know the answers to these 
questions, but I would ask you if you couid indicate 
for each of these mills that we are talking about on 


Exhibit 200 whether a coniferous tree or a hardwood 
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tree would be the preferred feed and ene tree and 
maximum ability of that mill to use hardwoods as its 
feedstock as a proportion of its total feedstock. 

Do you understand what I am asking? 

A. > Yes. 

OMT ALL rignt. Well, let's start then 
with - and perhaps we can number them one to six down 
the left side - starting with Boise Cascade, Kenora. 
As I advised you at noon, there is some other questions 
I have associated with that and that would help deal 
with those questions at once. 

So starting with No. 1, Boise Cascade, 
Kenora, can you tell me what its preferred feed is; 
that is, between coniferous and hardwood, and its 
maximum ability to use hardwoods to produce the kinds 
of products that it is aimed at producing for the 
markets it serves? 

In other words, I don't want to get into 
any games of: Well, if I change my product I can use 
less. I am talking about the intentions in terms of 
producing a product for a particular market. 

A. Okay. 

THE CHAIRMAN: At this point in time? 

MR. CAMPBELL: Markets will change. I am 


just saying looking out -- this is the best example we 
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have, Mr. Chairman, of where capital expenditures are 
being made and, presumably, they are made in the 
expectation that there is a preferred type of wood to 
be used, but there is an ability to use other woods. 

Those are kind of management choices, and 
I am just asking what this witness can tell us about 
those management choices. 

MR. DUNCANSON: Okay, I am ready. 

MRS .CAMPBELL:. QO... +Go....Start with No. 1 
Boise Cascade, Kenora. 

MR. DUNCANSON: A. Boise Cascade, that 
project requires putting a twin wire on an existing 
newsprint machine. Their furnish in that case is 
softwood. You understand furnish being the -- 

Q. That's what I call feedstock? 

A. You will see lots of it tomorrow. 

Owl Allgright.WeSe 1 requires*softwood? 

A. It is already using softwood. There 
is no major new net increase in demand. 

Q. Fine. Okay. So with respect to that 
capital expenditures, it contemplates the use of 
softwood? 

A. That particular machine is already 
using softwood. 


Q. Fine, fine. 
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A. That is an improvement to the 
machine. 

OU OVAL) right. “°No 2;7ewhicnrmisiGreat 
Lakes Forest in Dryden? 

A. Dryden. That primarily wil be a 
blend of hardwood and softwood. 

Q. And can you give relative 
proportions? That is for book and writing paper, as I 
understand it? 

A. Yes, it is. That's computer paper 
formed bond, xerographic. 

Ox eta at Loa: 

A. The blend between hardwood and 
softwood is totally dependent on what market the 
company wishes to follow, but they could use a hundred 
per cent hardwood. 

Ore Amiri ol. 

Ae eNO, oe 


Q. Are you aware of what their 


currents): 

A. This is a brand new machine. 

Oc VAMEright.. © S016 (te —san te usc 
whistling in the dark to try and indicate that -- to 


try and determine whether their current plans are 


mostly associated with a hardwood or softwood, or you 
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are saying they have the ability to switch either way? 

A. I think that this is a perfect 
example, the fact that they recognize the abundance of 
poplar in the northwestern part of Ontario and this is 
a way of utilizing more of it. 

Q. Okay. So that depending on the 
product they want to produce, to the extent that it's 
more fine paper they. would want to go more to softwood 
but to the extent it was -- 

Arag No. 


Onn NoO? 


6935 


A. No. You can make just a good quality 


fine paper from either hardwood or softwood, kraft 
furnish. 

Q. Okay. Where is the difference going 
to occur in terms of their production? What products 
will be -- out of this mill will be more associated 
with poplar furnish as opposed to softwood furnish? 

Anuewl tei sagoingptowbe.a blendwof both 

MRS. KOVEN: Excuse me, doesn't a lot 
depend on the area they are harvesting at that time? 

MR. DUNCANSON: I would expect it would, 
yes. 

MR. CAMPBELL: Q. Basically the 


impression I am getting is that they have complete 
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= 


flexibility as to their furnish? 

A. Not complete and utter but, yes, they 
do have good flexibility on their furnish. 

Q. So it would not be a concern to them 
if the predominant wood supply available to them was in 
fact poplar? 

A. That's, you know, a very technical 
question. All I know is that in the production of fine 
paper you can use a large percentage of poplar. 

Q. When you say large, what are you 
talking about? 

A. Well, in excess of 50 per cent. 

Ow "Okay: 

A. Continuing down? 

Q. Well, just a second. Just before we 
leave that then, just to sort of try and get some sense 
of this, if the wood supply that was available to them 
was 50 per cent poplar, you are saying that shouldn't 
be a major concern in the operation of this mill? 

A. No, I wouldn't. 

QO ‘hiner. eekighc. 

A. Incidentally, that is a sister 
machine for one that is already using poplar that was 
built five years ago. 


No. 3, Thunder Bay, that's replacing a 
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pulping system that is currently groundwood that is 
using softwood. That new pulping process will be using 
softwood. No incremental increase in wood demand. 

Q. "All right. But that investment is 
associated with a softwood. furnish? 

A. That is changing, yes, it is changing 
a process. 

Q. There is a process change but the 
furnish is not different? 

A.onNo. 

Q. All right. James River/Marathon? 

A. I don't have the full details of this 
modernization but, depending on the details of it, I 
would think that portion of the modernization, 
particularly if it is in the digester stage of this 
pulp mill, that they could use hardwood. 

Q. Again, are we looking at the 
possibility that they could use it exclusively or 50 
per cent; what kind of proportion? 

A. I think you could say they could use 
it as another blend, so use 50 per cent. 

O. SeALle right. )iButethat.one you are a 
little uncertain of, I take it, because you don't have 
all the details, to be fair? 


A. I don't have all the details. 
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Q. Okay. So that the same certainty 
doesn't attach with the opinions you have expressed in 
Great Lakes Forest, Dryden? 

A. That is well documented. 

Ovi Allerighty? fine. .SolNowe4rsvousareia 
little more uncertain but that's your impression of the 
information you have? 

A. Yes. 

Q. Fine. No. 5, Great Lakes Forest, 
Thunder Bay? 

A. That is -- that new newsprint machine 
will be replacing two older machines. There will be a 
net increase in wood demand from that mill, about 
60,000 tonnes is the difference in capacity between 
taking the old two out -- older two ones and replacing 
them. That will all be softwood furnish, the 
incremental demand. 

0.) PALLeright..oalusteasvialifiil-er acanat 
take it it is sort of then a twin to the TMP pulp mill 
that? its puttingmain: 

Aw sYesiec tviswall partyand parcel offfit. 

Q. Okay. And St. Mary's Paper, Sault 
Ste. Marie? | 

A. Yes, t am just...:. 


Q. It is groundwood printing, as I 
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understand it; isn't it? 

A. Yes. That new paper machine will 
replace two existing machines. The net incremental 
increase in capacity will be approximately 70,000 
tonnes. All of that furnish will be softwood. . 

Ove PAlI@right. *Thank you. “Now, with 
respect to the chart on page 45, looking at the four 
categories under paper and allied industries: pulp and 
paper, ashphalt roofing, paper boxes and bags, other 
converted paper products, would your answer be the same 
as with respect to wood industry, that you are unable 
to give me, in proportionate terms, the degree to which 
softwoods are the preferred - to use your expression - 
furnish for those purposes? 

A. I could run through, you know, each 
of the categories if it would help. I can tell you 
that we have already discussed newspaper, newsprint. 

Q. Yes? 

A. That softwood is definitely the 
preferred species there. 

Q. Mm-hmm. And with respect to pulp? 

A@eeTOUpUlp yal taisfeither: 

Q. So sort of whatever is available you 
makewpulpsoutvorartrand/s gin “fact, slathinksyour *-—— 


A. They are using hardwood. You will 
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see tomorrow they are using hardwood in the kraft 
process. 

Q. And, in fact, as I understood your 
evidence, hardwood in fact had some advantages for some 
of the products that are being made? 

A. It is lower cost. 

Q. It is not a technical advantage, it 
is just a cost advantage? 

Amy eLes: 

Q. I see. 

A. And it does have some characteristics 
that are slightly superior in the marketplace. 

Q. All right. And that's what we were 
talking about when you were talking about diapers and 
absorbant products generally? 

A. Yes. 

Q. All right. Now, paperboard? 

A. By paperboard, the categories that 
get broken down into that is liner board, corrugated 
medium and boxboard. Most of these products can be 
made out of recycled materials. In fact, the bulk of 
boxboard and the bulk of corrugated medium, of which 
all the machines are located in the southern Ontario 
area, use a very high percentage of recycled material. 


Oe Nextvepulldaing board: 
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A. Again, that is made mostly of -- can 
be made of composite products, 

OpmgAlLtenight. 

A. Recycled. 

Q. Oh, recycled? 

A. Yes. 

Q. .And the primary feedstock for that 
product category is recycled material? 

A. Yes, from what I believe. I am not 
an expert on building board products. 

Qo. Okay. ~If I can read the writing, at 
the end the list then we have other paper and what 
about feedstock for that category? 

A. By other paper, you would have all 
your -- you are lumping together all your other various 
grades, it would be coated papers, supercalendered 
papers and depending on the actual -- the individual 
grade of paper, you can use hardwood or softwood. 

Q. All right. Just to make sure I 
understand this completely, if you go down to the 
bottom line you see coated and treated papers as well 
on the bottom line of that. 

I take it there is some difference there 
between converted paper products -- that you are making 


a distinction between that category and the other paper 
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category which is 2719? 

A. Okay, sorry, I didn't see the coated 
and uncoated down there. That would be -- yes, the 
other converted paper products. You can use a hardwood 
or a softwood kraft furnish in the manufacture of those 
products, it depends on the actual end use of the 
product. 

Q. Okay. So it is very product end use 
specific? 

A. Yes. 

Q. And that controls the wood supply? 

A. That controls whether they use a 
softwood or a hardwood furnish. 

Q. All right. Ms. Coke, if we were to 
take a look at the top line, as I understand from page 
101 of your evidence associated with the pulp and paper 
line of boxes under paper and allied industries is 
approximately $1.5-billion of value added? 

MS 2eCORE <ameA I am sorry, are you 
looking at page 101 or page 45, I am not sure? 

Q. I guess I am looking at that line of 
pulp and paper, you know, where it covers pulp, 
newspaper, paperboard, building board, other paper, 
that line on page 45. 


And then if I understand your evidence 
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correctly, I can conclude from page 101 that pulp and 
paper industries, that general category provides 
$1.5-billion of value added in Ontario? 

A. That's correct. 

Q. Are you able to break it down as 
between the five sub-categories under pulp and paper? 

A. I don't believe I can. But can I 
just quickly check something? 

Q. Is that a matter of there not being 
statistics available at all, or just that you don't 
have them with you? 

A. I don't have them with me. I haven't 
done it and I am not sure if there are any. That's the 
question, okay, I am just not sure. I don't know., I 
donstwthink®so,;. no: 

Okay. My recollection is that they break 
it down into the three digit level. The statistics 
that I have seen do not go to the four digit level 
which, of course, the four digit level is the four 
numbers on the top as opposed to the Sherer eee 

Q. I understand the use. | 

A. Okay. 

One Allerignt. & *Soryounpunderstanding?s-— 

A. I think it may be possible to have a 


special tabulation run by Statistics Canada but you may 
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run into problems of confidentiality if only one 
company produces that product, okay? 

OF PRight< 

A. So there may be problems getting 


information. 


Q. So Stats Can could be approached and 
say: Can you do a four digit run covering these items, 
you think they may be able to -- 

A. It may be possible to do it. What 
you would probably get is a lot of "x"s if there is one 
company producing that particular product or if you 
would be able to look at the numbers and say: Aha, 
that is so and so and that is so and so, because they 
protect their sources. 

0.34 Ofcourse: In any event, you have 
not attempted to do that? 

A. I have not. 

Q. Now, With respect to the four major 
categories under pulp -- paper and allied industries on 
page 45, Mr. Duncanson, I guess again my question is: 
With each of those four - and perhaps you can move 
through them - is there any particular competitive 
advantage that's available to Ontario that arises 
because of the nature of the wood available in the area 


of the undertaking? 
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And I would take it, for instance, that 
with pulp and paper, what we spoke about before about 
high quality coniferous wood fiber, again, is a 
particular advantage that we enjoy. Are there any 
others beyond that? 

MR. DUNCANSON: A. Just for the pulp and 
paper category? 

Q. Yes, start with that. 

A. That's the major characteristic. 

QQ. All ‘right... So.that-- 

A. Advantage. 

QO; ~~ —-the®majorscompetitive advantage in 
the pulp and paper industry of the paper and allied 
industries that relates to wood available in the area 
of the undertaking is the fact that much of Ontario's 
timber resource consists of high quality coniferous 
wood fiber; do you agree? 

A. Yes, but then again you have to refer 
to the quality of the fiber, because people can say 
high quality means big logs. 

Q. Okay. 

A. By high quality I mean high quality 
fiber. 


Q. All right. I am speaking more of the 


coniferous wood fiber. You would agree with my 
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statement? 

A. That's what I am speaking of too. 

OveeOkay.. 

A. High quality fiber. 

Q. High quality coniferous fiber; right? 

A Yes. 

Q. And with respect to ashphalt roofing 
materials is there any particular competitive advantage 
that is available to Ontario that arises from the 
nature of the wood available in the area of the 
undertaking? 

AVP aNo: 

Q. And why is that? 

A. Your ashphalt roofing paper plants - 
and I am trying to stretch my memory here to find out 
where they are - they are basically secondary 
industries, allied industries located in the major -- 
closer to the major urban centres. 

Ov Gokay:. 

A. And your major selling determinant 
factor is probably your other raw material cost, 
noteably the tar. 

Q. All right. And with respect to paper 
boxes and bags, is there any particular competitive 


advantage that is available to Ontario industry that 
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arises because of the nature of the wood available in 
the area of the undertaking? _ 

A. We are not talking about wood fiber 
as much as recycled fiber now, and the Ontario paper 
box and bag industry does have the advantage that there 
is readily available sources of that recycled material. 

Q. So I can take it that there is no 


particular competitive advantage that is available to 


Ontario industry that arises because of the nature of 


the wood available in the area of the undertaking; is 
that correct? 

Ape inate Ss ocorrect= 

Q. And what about other converted and 
paper products. Again, is there any particular 
competitive advantage that is available to Ontario that 
arises because of the nature of the wood available in 
the area of the undertaking? 

A. In the paper products that are 
largely used -- the uncoated groundwoods, the light 
weight coated groundwood paper production in Ontario, 
yes, there is a competitive advantage in the fact that 
they require a high quality fiber. 

Q. And by that do you mean a high 
quality coniferous... 


A. Coniferous fiber, yes. 
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Q. All right. And can you give me any 
sense of, within that category of other converted paper 
products, the proportion of product sales that would be 
of that type? 

A. Are you referring to uncoated 
groundwood and coated groundwood grades of paper? 

Q. Yes, those things that you said 
required a coniferous -- the competitive advantage was 
associated with a high quality coniferous fiber? 

A. Okay. And you are looking for...? 

Q. The proportion within-- 

Aw. OnctaLion 

Q. --other converted paper products in 
Ontario that is associated with that kind of furnish? 

A.: You pasieaiiy have three mills. Do 
you want volumes of those particular mills? The data 
is not readily available, but... 

Q. I am content with kind of a general 
indication, if you could say 60 per cent of the 
products produced in that sector require -- or some 
other percentage, that's the kind of information I am 
Looking? fon: 

A. The closest breakdown, and I refer 
you to page 168 and the table on there, the category 


groundwood printing paper, which would include these 
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high quality coniferous fibers, total production in 
1986 was 411.000 metric tonnes, represented 33 -- 
roughly 34 per cent of Canadian production of those 
grades. 

If you add together all of your paper 
and -- pulp and paper products, it is 411,000 divided 
by 5533. This is really rough terms. It would be 
somewhere under 10 per cent. 

Q. I think I am lost completely at this 
point. My question is really, if you look at the 
category of products that are contemplated by other 
converted paper products, category 279 on page 45, you 
gave a list of those products that required a high 
quality coniferous wood fiber. 

And my question to you is: What 
proportion of the total products produced in that 
category are those types of products which require a 
high quality coniferous wood fiber? 

A. sce thougnt Isgave 1c, to you. 

Ont gWello.. 

A. It would be 411,000 tonnes. 

THE CHAIRMAN: Not the amount, Mr. 
Duncanson. 

MR. DUNCANSON: What proportion? 


THE CHAIRMAN: What proportion as opposed 
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to the other products within those categories that 
would use hardwood? 

MR. DUNCANSON: You would have to use 
almost exclusively coniferous, you know, softwood 
fiber. 

| MR. CAMPBELL: Q. So as I understand 
your evidence it's that within the category 279, other 
converted and paper products -- other converted paper 
products, rather, those products almost exclusively 
require high quality coniferous wood fiber? 

MR. DUNCANSON: A. No, that is not the 
case because the other converted paper products -- you 
asked me to define what the other converted paper 
products were. We are dealing with everything here 
from tissue paper to uncoated groundwood, 
supercalendered papers. 

You name the category and I will give you 
the percentage. 

Ore ALIPright. Whate lam askings yousas: 
In category 279, are you able to give an estimate of 
the proportion of production within category 279 that 
requires a high quality coniferous wood fiber? 

MR. FREIDIN: When you are using 279, are 
you are referring to 279, 1, 2, 3 across the page? 


MR. CAMPBELL: The three digit 
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classification, yes. 

MR. DUNCANSON: I cannot give it. 

MR. CAMPBELL: Q. If we start across to 
the left then -- or to the right, if we say the four 
digit category, 2791, are you able to give an idea of 
the proportion of that category that requires a high 
quality coniferous wood fiber? 

MR. DUNCANSON: A. No, I cannot. 

Q. And is your answer the same for 2792? 

A. Yes. 

QO... And. for.2793? 

Atecesd tO Si 

Q. And presumably for 2799? 

A. Yes. 

Q. And I take it that that's just 
because the mix of products in each of those categories 
is Be that that's not an easy number to arrive at? 

A. Right, they can either use softwood 
or hardwood. 

Q. But your evidence is that without 
going through it in -- well, let me ask you: You 
obviously haven't gone through it in detail; is that 
BOrrertior : 

A. No, but I can recall it. 


Olen ALleright.. of vou, can. then, ~l.gquess 
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within each of those categories can you give an 
approximate percentage of the production that requires 
high quality coniferous wood fiber? 

A. You can use hardwood and softwood 
furnish for all of the coated and uncoated papers. The 
percentage breakdown depends on end product, the end 
product you are trying to produce. 

Q. All right. Do you have any figures 
as to what is actually -- what the actual proportion 
has been in recent years? 

Fe NOD 

Q. With respect to the next category, 
stationery? 

A. Exactly the same answer. 

Q. To both my questions? 

A. To both your questions. 

Q. And similarly for the next category? 

A. All the way through. 

OS -Aule right: 

THE CHAIRMAN: Mr. Campbell, could you 
let us know where you are going with this whole line of 
questioning? 

MR. CAMPBELL: Well, I think I just 
ended, Mr. Chairman, but having ended, if the Board has 


some curiosity as to why we have been asking this, I am 
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quite pleased to deal with that, if you like. 

THE CHAIRMAN: Well, are you going to be 
dealing with this in your next set of questions? 

MR. CAMPBELL: No, no. Oh well, I guess 
I come back into it again. No, just a minute, I am 
looking at my notes. 

We have done that already. We have done 
thatvwalready; that. has*notnhing do with it: ~No,* that 
would be it for that topic. 

THE CHAIRMAN: Can you explain in about 
ten words or less where you are going? 

MR. CAMPBELL: Not ten words or less, Mr. 
Chairman, but we have had -- let me back up. It is 
clear that the industry is relying on the Crown forests 
for its furnish or feedstock, to use my terminology - I 
guess the correct term is furnish - that's the wood 
that goes in, am I right in using it, that that's the 
wood that they push in the mill door to process? 

MR. DUNCANSON: Close enough. 

MR. CAMPBELL: Okay. They are relying on 
the Crown forest -- the industry is relying on the 
Crown forest for its furnish. We have had in previous 
panels what, in my submission - and there may well be 
some argument about this matter - but at least my 


perception, and were I forced to make submissions on it 
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now I think my submissions would basically say that we 
have a complete lack of comprehensive data on what is 
being produced in the Crown forests by way of natural 
or artificial regeneration treatments in terms of the 
split between coniferous species, such as black spruce, 
and hardwood species, such’ as poplar. That's on one 
side of the equation. 

On the other side of the equation, what I 
am attempting to determine is, based on the kind of 
expenditures that the industry is currently making, 
what it expects to require by way of hardwood and 
softwood furnish and the degree to which that, in turn, 
is tied to the competitive advantages that this panel 
spoke of. And clearly, those competitive advantages, 
as has been affirmed many times, are closely associated 
with the production of a high quality coniferous wad 
fiber. 

And so in terms of the information that 
is currently available to the Board - I am not saying 
this will continue on, but I am just saying where we 
are now - it is our perception that there is a 
Significant gap in that information as between an 
assurance that we know, on one hand, what the forest is 
producing and, on the other hand, what the industry 


requires. 
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And I have no doubt that that gap will be 
addressed in due course, however, we do try to keep up 
with our understanding of where we sit from time to 
time and that is our current perception and, really, 
those were the purposes of my question, was to try and 
understand whether that gap was in fact real or whether 
the industry could in fact use virtually anything that 
growed -- anything that grew and, in which case, there 
would be no concern about this lack of information on 
the other side. 

And that's entirely the purpose of my 
questions, Mr. Chairman. 

THE CHAIRMAN: Okay. I think we will 
take a 20-minute break at this time. 

MR. FREIDIN: Excuse me, Mr. Chairman, is 
Mr. Campbell finished or is he going to be longer? 

MR. CAMPBELL: I will be only a few 
minutes longer. 

THE CHAIRMAN: Okay, so we will finish 
off with Mr. Campbell when we return and would you be 
ready, Ms. Blastorah, to go with re-examination? 

MS. BLASTORAH: Mr. Chairman, I will need 
some time to prepare any questions that have arisen out 
of this afternoon's cross-examination and I, of course, 


do not know what Mr. Campbell is going to embark on 


Farr & Associates Reporting, Inc. 


Andersen, Duncanson,Coke 6956 


cr ex (Campbell) 


after the break. So I think I will need some time to 
prepare questions on this afternoon's 
cross-examination. 

THE CHAIRMAN: What are you talking about 
in terms of time; if we broke for a half an hour? 

| MS. BLASTORAH: An hour. 

THE CHAIRMAN: An hour. 

MR. CAMPBELL: I can finish in five 
minutes if you wanted to do that now. 

THE CHAIRMAN: All right. Why don't you 
finish now and then we will break for an hour, and then 
continue on with you. 

We would like to finish off this panel, 
if we can, today. 

MS. BLASTORAH: That's our objective too, 
Mr. Chairman. : 

MR. CAMPBELL: "OO. se  tieyouscou..amcvurmtaco 
page 196, Mr. Duncanson, of Exhibit 191, and have in 
front of you as well Exhibit 200. 

oe I discussed with you at the noon break 
or with your counsel, Ms. Blastorah, I didn't quite 
understand how these two tables fit together in terms 
of there seemed to be capital expenditures made on 
Exhibit 200 that were not reflected in capacity 


expansions on page 196 of Exhibit 191. 
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Now, as I understand your explanation, it 
is simply this that there are capital expenditures 
being made -- as you have indicated in your previous 
answers when we talked about these mills listed on 
Exhibit 200, there are capital expenditures being made 
which do not in fact result in capacity expansions and, 
as I understand it, that's the difference between these 
two tables; is that correct? 

MR. DUNCANSON: A. That is correct. 

Q. Fine, thank you. Now, you indicated, 
Mr. Duncanson, that mega wile a to page 206, the 
paragraph you discussed with Mr. Castrilli dealing with 
wood supply, that you relied on information that was 
provided to you by the Ministry of Natural Resources; 
is that correct? 

Ala Thatesacorrecce 

Q. Now, I had understood I thought at 
one point, and if I am wrong just tell me, that you had 
also indicated that in coming to that paragraph you 
would also relied on information that was given to you 
by the industry. Am I correct in that recollection? 

A. It was generalizations that were 
given to me by the industry. There is no hard copy 
written documentation. 


O,penllvright..-4.SoO it was just that in 
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the course of your interviews... 
A. We asked a question: 


limitation on wood supply. 


Do you see any 


Q. And the kind of feeling you got was: 


Not for the next 50 years; is that fair? 
A. We didn't ask exactly 


Q. All right. It was as 


time frame. 


imple opinion 


6958 


that the industry people that you spoke to didn't see a 


Timitation onswood Supply; isecnaceLain: 


Ate Tecnink that. starr: 


O: “With respect’ to’ the’ cost of that 


future supply, did the industry express 


any view that 


would support your statement that the future supply 


would not be -- or that there was no evidence to 


suggest that the future supply would be 
than current supplies? Was that matter 


your discussions with industry? 


more costly 


addressed in 


A. The people that we were interviewing 


in the industry side, and you will have to bear with me 


on this one, were primarily financial. 
Q. So they wouldn't have 
view on that matter? 
A.w eNO; werdidsnot.——eno, 
viewpoint on that matter. 


Q. From the industry? 
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A. From the executives that we 
interviewed from the industry. 

Q. Thank you. And I guess my last 
question is whether there were any other areas of your 
report that are similar to this paragraph where, in 
effect, you simply adopted views expressed to you by 
the Ministry or by industry? 

A. On page 205, Section 4.5, there was 
some generalizations here on the financial investment 
criteria, vis-a-vis how long term did they view these 
investments. Different companies have a different 
return on equity so we did -- you know, we summarized 
ounsfindings. 

Q. Now, in that case, you have 


identified the fact that the companies that spoke to 


6454 


that item made the following observations. It is clear 


that you are recording observations made by the 
company. 

I am more concerned with paragraphs that 
are of the type on 206 where there is a statement made 
that doesn't give that kind of source but which, in 
fact, is simply a matter of relying or adopting views 
expressed by MNR or the industry without further 
investigations and analysis by yourself? 


Avan. 


Farr & Associates Reporting, Inc. 


24 


25 


Andersen, Duncanson, Coke 6960 
cr ex (Campbell) 


= 


Q. Dr. Andersen, you would agree with 
that; is that correct, in your area of the report as 
well? 

DR. ANDERSEN: A. Yes, that's right. 

Q. Thank you very much. 

MR. CAMPBELL: Thank you, Mr. Chairman. 
Those are my questions. 

THE CHAIRMAN: Very well, thank you. 

It is a quarter to four, so we will break 
until five o'clock. Would that help you out, Ms. 
Blastorah? 

MS. BLASTORAH: I think that would be 
fine, Mr. Chairman. 

THE CHAIRMAN: Very well. Thank you. 
---Recess taken at 3:45 p.m. 

—-—UpOn hesuming=at.o-O05ep.m- 

THE CHAIRMAN: Thank you, be seated. 
RE-DIRECT EXAMINATION BY MS. BLASTORAH: 

Q. Mr. Duncanson, I would like to 
address my first question to you. During 
cross-examination by Mr. Cosman yesterday he asked you 
a series of questions with regard to the proximity of 
Quebec's newsprint producers to Ontario's markets. 

Do you recall that line of questioning? 


MR. DUNCANSON: A. Yes, I do. 
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Qve “Okay. And arising out .of.sthat 
cross-examination, Mrs. Koven asked you a question in 
response to which you listed a number of Quebec 
newsprint manufacturers, I believe. Do you remember 
that? 

A. eprnat.s.correct: 

Q. I am not sure whether you in fact 
answered Mrs. Koven's question and I would like to give 
you the question as I made note of it and would you 
please indicate whether you did in fact answer it and, 
if not, would you answer it now. 

The question I have down as Mrs. Koven's 
question is: Whether there are any of the large 
newsprint producers operating in Quebec which do not 
also have a presence here in Ontario? 

A. No, there are several producers, 
newsprint producers in Quebec that do have operations 
in Ontario. 

Q. Are there any in Quebec which do not 
have operations in Ontario? 

A. Yes, there are some. 

Q. Thank you. Can you give me any 
details on that or do you have that information readily 
available? 


A. Yes, I have that information. 
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Bear with me for a minute. Do you ptr. a list of the 
companies that are operating in both provinces or shall 
I state the mills in Ontario that have mills in Quebec, 
or how do you want the information? 

I mean, I am just going to be reading 
Signe out of directories and lists. 

MRS. KOVEN: The question that I asked, I 
think, was a very simple one and that was whether there 
were any newsprint mills in Quebec that did not have a 
corporate relationship with companies in Ontario; are 
there any independent Quebec firms? 

MR. DUNCANSON: Do you want the list of 
those companies? 

MRS. KOVEN: How long is it? 

MR. DUNCANSON: Not that many. I know 
the industry fairly well. Some of these newsprint 
producers in Quebec may have non-newsprint but paper 
making facilities in Ontario. 

MRS. KOVEN: Yes, I don't want to hear 
about those. 

MR. DUNCANSON: Okay. It is a very 
integrated -- Donahue Inc. is a sole Quebec newsprint 
producer, Kruger, Consolidated Bathurst, F.F. Soucy, 
and James MacLaren Industries and one more here, Reed 


Inc. Those would be the companies that have newsprint 
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operations in Quebec but not in Ontario. 

MRS. KOVEN: So could you conclude, with 
the exception of Consolidated Bathurst and maybe the 
Reed facility, that mostly the operations are fairly 
well integrated between Ontario and Quebec? 

MR. DUNCANSON: Yes, they are. 

MS. BLASTORAH: Thank you, Mr. Duncanson, 

Q. Mrs. Coke, my next question is for 
you. Do you etie: SPREEe 61 handy which is the 
Woodbridge Reed REPORT and you will also need your copy 
of the witness statment. 

MSs CORN SAS, SALT araight= 

Q. Would you please turn to page 6 of 
the Woodbridge Reed Report. 

AamtAdieritont, ly have it. 

Q. Yesterday you were asked a series of 
questions by Mr. Castrilli in relation to Figure 3.2 -- 
or 3-2 on page 6, and the text which immediately 
precedes that on page 6. Do you recall that? 

A. Yes, I do. 

Q. Okay. Would you now turn to page 46 
of the witness statement. You can just keep Exhibit 61 
open, if you would. 

AeA Lier tohtyeal awl lie Okay.. 


Q. Do you have page 46 of the witnesses 
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statement? 


A. Yes, Features of the Ontario Forest 
Products Industry? 

Q. That is correct. In response to Mr. 
Castrilli's questioning you indicated that the forest 
pmeduaes industry is holding its own? 

ARS Yes; eledid. 

Q. And as the basis for that statement 
you referred Mr. Castrilii tof®that iportionvorfe your 
evidence which indicates that the contribution of the 
forest products industry to the provincial gross 
domestic product have held steady since the early 
1970s? 

Ave thiateis =cOrrectue 

Q. Has provincial GDP in Ontario grown 
in that period? 

A. Exactly, it has and therefore the 2 
per cent is a 2 per cent of a growing market. 

Q. So just to make sure I understand 
that, in connection with the same line of questioning, 
the Chairman asked you whether you would equate the 
industries holding its own with the forest products 
industry being stagnant, and you responded that you 
would agree if growth was defined as an increase in the 


per cent share of provincial gross domestic product? 
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A. w-Thatis right. 
Q. And I believe you just indicated that 


the 2 per cent share would not be the same over time; 


is that correct? 


A. What I am saying is since the Ontario 
economy is growing and the forest products industry is 
holding 2 per cent, it is 2 per cent of a growing 
market. 

Q. Would you characterize that as 
stagnation? 

AweuNo e: lawouldenot: 

Onueelhankevou .eAgain, Mrs. Coke,. wilt 
you please turn to page 9 of the EA Document which is 
Exhibit No. 4. 

A. I have it. 

Q. Okay. And I just want to make sure 
we are on the sage page because there is a little bit 
of a problem with this document in that there is a 
summary at the front. 

A. A description of the undertaking? 

On vese that! sewhateuewant,r ght. 

A. Okay. 

Q. Mr. Campbell asked you, I believe it 
was yesterday, whether you agreed with the statement 


that the undertaking takes place entirely within the 
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logging part of the industry. Do you recall that 
question? 

Awe ves, Lao 

Q. And he then took you to this page in 
the Environmental Assessment Document and asked you 
whether all of the activities listed here are within 
logging. Do you recall that? 

Aw 2es, lL do. 

Q. Okay. I would like to just take you 
to that list now. 

A. Okay. 

Q. And ask you whether preparing site 
for regeneration, activities such as seeding and 
planting, would those be included in the definition of 
logging which you used in your material? 

A. Not that which Stat Canada uses, no. 

Q. And regeneration activities such as 
planting, would those be included? 

A. No. 

Q. Activities such as spraying 
herbicides? 

A. No. 

Oveerires frqghting?: 

Ae NOW 


Q. Building access roads? 
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A. Notithat I -= no,not that I 
understand it. 

Q. Okay, thank you. Again, Mrs. Coke, 
in answering a series of questions yesterday, again I 
believe posed by Mr. Castrilli with regard to 
cost/benefit-- 

A. Yes. 

Q. --you responded that it is extremely 
difficult to attribute costs for infrastructure 
expenditures by pOTeeanete to a particular industry and 
I believe the example you gave was attributing part of 
a hospital to a particular industry? 

Awebiroateserlont. 

Q. And I believe you also indicated that 
the result of that would be very subject to debate, 
that kind of an analysis? 

A. That is correct too, yes. 

Q. Would the same attribution problems 
arise with regard to indirect revenues to government 
for a particular industry? 

A. Yes, that would seem to be the case, 
that is my opinion. 

Q. Thank you. 

Mr. Duncanson, turning back to you. When 


you were asked, and I believe it was by Mr. Campbell, 


Farr & Associates Reporting, Inc. 


24 


25 


Andersen, Duncanson,Coke 6968 
re dr (Blastorah) 


about the wood industries and its financial state of 
health, you indicated that the wood industries were at 
a break even point and you also said that the 15 per 
cent softwood lumber tax was a particular burden to the 
saw milling industry. Do you recall that? 

| MR. DUNCANSON: A. Yes, I do. 

Q. Does your general assessment of the 
wood industry generally apply to each saw mill? 

A. Yes, generally speaking so. There 
are some saw mills that, in particular, that would not 
ship totally to the U.S. market. You would have some 
Harawocameay mills that would not be affected, of 
course, but it would depend on the actaul saw mill and 
their product that they are producing and basically 
their end market. 

Q. Thank you. 

A. But generally speaking, industry is 
suffering with that tax. 

Q. Okay, thank you. When you say 
generally you mean the industry overall? 

A. The whole of the lumber industry. 

Q. Thank you. Again, Mr. Duncanson, 
would you turn to Figure 1 on page 45 of the witness. 
statement. 


A. I have that. 
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Q. This afternoon Mr. Campbell asked you 
a series of questions relating to that table and the 
breakdown between hardwood and softwood furnish 
supplied to the wood industries. Do you recall that? 

Ast DAO. 

Q. Specifically he asked you whether you 
were able to express any opinion as to the proportional 
demand for hardwood as opposed to softwood furnish in 
the Ontario wood industries. Do you recall that? 

Ale CS ldo : 

Q. You indicated that you could not give 
such a proportional breakdown for each of the 3-digit 
categories listed in wood industries, and by that I 
mean the sectors listed in the left-hand column there, 
saw mills, planing and shingle mills, veneer and 
plywood mills and so on down that column? 

A. That is correct. 

Q. Now, I see to the right of that 
left-hand column we also have what we have referred to 
as the 4-digit items? 

AL eSh 

Q. Which I believe are sub-components of 
that first columns' items? 

Ae elocdteS correct. 


Q. Okay. Would you look at item 2521 
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which is. 

A. Hardwood veneer and plywood mills. 

Q. Right. Am I correct that those mills 
would use hardwood in some proportion? 

A. They are a hundred per cent. 

Q. Can you indicate then for each of 
those 4-digit boxes shown on Figure 1, whether those 
sub-sectors of the wood industry would produce any 
products which use Heyelieee cana rtp in any proportion? 

A. Okay. Starting with 2511, shingle 
and shakes, it would be 0 per cent hardwood. 2512, saw 
mills, it would be -- they can use hardwood or 
softwood. There is -- I don't have the actaul 
breakdown but it would probably be 80/20, 80 per cent 
softwood, 20 per cent hardwood. 

And by hardwood, we are breaking away 
from the different meaning than just poplar, we are 
meaning maple, birch, beech, some of your other 
hardwood species. 

Q. Okay. 

MR. CAMPBELL: Mr. Chairman, has this 
witness gone away and done some work in preparation for 
this because if he can do it for each of the items and 
surely if he can do it, he could have answered my 


question about category 251. 
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He has now completely answered 
proportionately with respect to 2511 and 2512 which, 
taken together, add up to 251 and yet he was completely 
unable to answer my question previously. 

MR. DUNCANSON: No, I could have answered 
these earlier, Mr. Chairman. , 

MR. CAMPBELL: Well, with respect, Mr. 
Chairman, he said he couldn't. 

MR. DUNCANSON: I could not break down 
just 251 in the general category. I still can't, but 
when you get into the sub-sectors it is quite easy. 
This was the point I was trying to get to earlier on. 

THE CHAIRMAN: Okay, Mr. Campbell. 
Obviously you were seeking this information before and 
you did not get it before. The witness now indicates 
that he can provide this information, so perhaps I 
think he should just provide it by way of Ms. 
Blastorah's question and you will get that information. 

If there is any specific question that 
arises out of the answers that he gives, then perhaps 
you will be permitted just to cross-examine quickly on 
that. 

MR. CAMPBELL: Thank you, Mr. Chairman. 

THE CHAIRMAN: I think in fairness 


because that was the information he was seeking. 
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MR. DUNCANSON: Well, he didn't ask me 
specifically, I would have come back with those 
answers. 

THE CHAIRMAN: There might have been a 
misunderstanding. I believe that is the information he 
Sey: seeking. 

MR. DUNCANSON: Okay. 

MR. CAMPBELL: Mr. Chairman, it is quite 
clear that the sum of the three digits can be derived 
from -- or the 3 digits can be derived from the sum of 
the 4 digits. 

MR. DUNCANSON: No, I beg to differ on 
that because -- 

MR. CAMPBELL: Well, are there categories 
missing from this table? 

MR. DUNCANSON: There is weighting. 

MS. BLASTORAH: If I could just add one 
more question to what you are going to be doing then, 
Mr. Duncanson. 

Q. Where the hardwood components that 
you are speaking of include poplar, would you please 
indicate that. 

MR. DUNCANSON: A. OKay. 

Q. Because I helieve you just -- 


A. So, okay. In the saw mills and the 
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planing mills, 2512, the largest proportion of the 
hardwood would not be poplar. 

Os msOkay % 

A. 2521, hardwood veneer and plywood, 


that is self-evident, that is hundred per cent 


hardwood. And then, again, the breakdown between 
poplar and other hardwoods, I do not -- I cannot break 
that down. It is, you know, perhaps 50/50. 

Softwood veneer and plywood mills, 
category 2522, of course no hardwood, it is a hundred 
per cent softwood. 

We are getting into some areas here, the 
next sub-sectors 2541, 2542, 2543, 2549 specifically 
prefabricated wood buildings, wood kitchen cabinets and 
bathroom vanities, wooden doors and windows and other 
millwork. All I could say in answer to that is that 
quite a few of those items do use hardwood veneer, 
particularly birch, beech, probably very little poplar, 
but there is a very good possibility that those 
sub-sectors do use hardwood veneer. 

Wooden boxes and pallets, 256, again 
going -- using the same answer that I had for Mr. 
Campbell, there is a possibility you could use poplar 
for pallets. You could use hardwood, other hardwoods 


for pallets and you could use softwoods for pallets and 
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boxes. 


Coffins and caskets, it depends what type 
of funeral you want; a cheap one, you could have it for 
pine, predominantly it is oak. And I don't know what 
they use on the interior walls, you probably could use 
some form of particle board or veneer that could have 
some poplar in it. 

THE CHAIRMAN: Do you want to explore 
that any more, Mr. Campbell? 

MR. CAMPBELL: I will pass on that one, 
Mr. Chairman. 

MR. DUNCANSON: Other wood industries, in 
wood preservation, category 2591, that would be -- you 
could use hardwood but it would be very unlikely it 
would be poplar, I am thinking of railway ties. You 
can impregnate hardwood railway ties, but by and large 
the majority would be softwood. 

Particle board, 2592, yes, you can use 
poplar, it is probably better to use other hardwoods 
and you can use softwoods. I don't have a percentage 
breakdown. 

Waferboard, as I stated earlier, 
sub-section 2593, is primarily a-hundred per cent 
poplar and the other wood industries, of course, are 


undefined. But, you know, I could take a stab, you 
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name a product and... 

QO. Lethink, that is sufficient for our 
purposes. Again, Mr. Duncanson, my next question is 
LOGRVOU- 

In response to another question from Mr. 
Campbell, again about the use of hardwood but this time 
in the paper and allied industries, you responded that 
hardwood kraft pulp could be used in some proportion in 
the production of newsprint. 

Can you give us some idea of the 
proportion of hardwood kraft that can be used? 

MR. DUNCANSON: A. It would be no more 
than 10 per cent. 

Q. Is the newsprint you are referring to 
in that answer the newsprint which can be produced - 
that is newsprint which can be produced using some 
measure of hardwood kraft - is that newsprint the type 
which can be used to supply any of the newsprint 
markets which were described in your evidence? 

A. Pretty yell. 

Q. Any particular or any of those 
markets? 

A. Any of those markets. 

MR. CAMPBELL: Mr. Chairman, I am not 


quite sure I understand the answer. My notes indicate 
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that, for instance, under the category newsprint, 2712, 
the answer the witness gave to me was that that was a 
hundred per cent softwood. 

Now, is he changing that answer? 

MR. FREIDIN: He is not changing the 
answer, Mr. Chairman, that wasn't the answer that he 
got. 

I have a specific note that he was asked 
question: Within the area of your profitability, to 
what degree can we substitute away from high quality 
coniferous fiber without affecting our place in the 
market place. 


Answer: You have to go product by 


product. Example, if you want to go product by 


product, tissue paper, he gave an answer, and he says 
if you want to use newsprint you can't use a large 
proportion of poplar. 

The question arises out of that answer 
and I think it is quite proper and Ms. Blastorah has 
accurately referred to the evidence. 

MR. CAMPBELL: With respect, Mr. 
Chairman, when I specifically referred to that 
category - I just want to be sure I understand this 
correctly - when I specifically referred to that 


category in the chart, I think the transcript will show 
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that the answer was that that is all softwood. 

Now, if the witness wants to change that 
answer, fine. That is the answer I am referring to. 

MR. DUNCANSON: The normal case is all 
softwood, but you can use kraft pulp in your -- it is 
widely used Ae oe industry as a whitener for newsprint 
and that kraft pulp does not necessarily have to be 
softwood kraft, it can be hardwood kraft. 

In that case, that would allow some 
poplar to be used in the furnish. 

MS. BLASTORAH: Q. Again, Mr. Duncanson, 
do you have Exhibit 200 handy? 

MR. DUNCANSON: A. What is Exhibit 200? 

Q. That is the Future Capital 
Expenditures, Ontario Pulp and Paper Mills. 

A. Yes, I have it. 

Q. Again, Mr. Campbell asked you a 
series of questions about this exhibit and in response 
to his questions you indicated which of those machines 
could or do use hardwood. Do you recall that? 

Awarey eS 

OvepeAmal correct’ that) Exhibit:200° only 
lists those machines which are the subject of future 
capital expenditures? 


Age Thatessecorrect. 
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Q. So this is not a complete list of all 
the machines in Ontario both old and new? 

A. No, there are existing machines. 

Q. Okay. Would you turn to page 201 of 
the witness statement. | 

Aw SITthave im 

Q. Again, this is a list of major 
capital expenditures 1982-1987 in the Ontario pulp and 
paper mills. 

A. Yes. 

Q. Now, in relation to the machines 
listed on page 201, other than those you have already 
described on Exhibit s00Macan you advise whether any of 
these mills use hardwood in their furnish? 

A. Yes, there are several. 

Q. Can you advise which of those 
machines or give a ballpark estimate? 

A. No, I think going down by machines. 
In the newsprint category, as I stated before, it is 
primarily softwood. Great Lakes Forest Products, 
because they have a kraft pulp mill - and this will be 
very evident tomorrow on your trip - because there is a 
kraft pulp mill right on the site beside the newsprint 
mill they can easily utilize kraft pulp that is made 


next door and to the point where they usually put about 
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10 per cent kraft pulp into their furnish. 

I am not familiar a hundred per cent with 
the furnish components of the other newsprint 
manufacturers, but I am led to believe that quite a few 
of them purchase kraft pulp either from an allied mill 
or an independent mill, and that pulp is used for the 
Same purposes as a whitener. It also gives a little 
bit of strength to the sheet and, without going through 
each one of the machines, I think you could generally 
say that up to 10 per cent of the capacity of those 
newsprint machines could be satisfied with kraft pulp 
and then, again, either softwood or hardwood. 

The next -- 

Q. Sorry, could you just indicate the 
basis of the belief. You stated that you are led to 
believe that is the case? 

A. I have noticed it from time to time 
and then, again, it depends on the particular newsprint 
machine and really the order, the customer and what the 
market is demanding. Some newspapers in the United 
States and in Canada demand a very white sheet and the 
only way to whiten it is to add kraft pulp to the 
furnish. It is a whitener. 

Q. Had you completed your answer on 


that? 
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A. No, I hadn't. Just carrying down, 
printing and writing paper, the machines or the mills 
are currently using hardwood as a furnish and poplar 
hardwood kraft would be the Thunder Bay -- 
Abitibi-Price Thunder Bay, and also the Great Lakes, 
Dryden, but the new paper machine in there will -- do 
use hardwood kraft furnish. 

The percentage, I am not exactly sure but 
it will be more than 10 per cent. 

Pulp: The Dryden kraft pulp mill was 
designed to produce some hardwood for those paper 
machines that they are associated with. The EB Eddy 
Espanola plant, part of the modernization expansion 
program included the process installation where they 
could handle hardwood. 

They currently produce 50- to 60,000 
tonnes of hardwood, that's from my own memory, so they 
are basically using 15 to 20 per cent. 

Q. And when you say hardwood in that 
case, would that include poplar? 

A. That would be largely poplar. 

Q. What about the Great Lakes mill that 
you talk of before Dryden? 

A. Yes, that would be largely poplar, of 


course. James River, no, there is no hardwood at that 
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point yet. 

Q. Okay. Now, we have looked at Exhibit 
200 and you have just gone through the list on page 201 
of the witness statement. Are there other pulp and 
papers mills in Ontario which are not included on 
either of those lists? 

A. Yes. That use hardwood? 

Q. Well, yes, I was going to ask you 
that next. 

A. Okay. There are other mills that are 
not included on that list, these are existing mills 
that were not involved in any major capital expenditure 
program. Noteably, the Domtar complex at Cornwall. 

Q. Now, just for clarity, are these all 
of the other mills or are these just other mills that 
also use hardwood? 

A. ieBoth? in this case.) No, these are’ -- 
I will try to identify mills that are primarily 
hardwood. 

Ore mOKaY « 

A. That would be Domtar, Cornwall. That 
is a significant mill, they produce 235,000 tonnes of 
fine paper a year and they do use -- probably more than 
50 per cent of their furnish is hardwood. 


Q. And, again, would that include 
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poplar? 

A. That would include poplar, primarily 
poplar. 

Q. The Miranda or Fraser Mill at 
Thorold, Ontario, is very much a -- that's a three 


machine, high grade specialty fine paper mill and they 
would use a fairly significant portion of hardwood 
kraft that they would buy on the open market. They are 
not producing it themselves. 

Q. Again, could you indicate what 
proportion, if any, of that hardwood would be poplar? 

A. It would be almost all poplar. 

Ove Thank “you? 

A. EB Eddy, the plant -- the sister 
plant located in Ottawa, sister from Espanola, I know 
that they do inter-company transport hardwood kraft 
which is primarily poplar down from their Espanola 
kraft pulp mill. That completes the list. 

Q.. Thank®you 7 @ Adain -eMre Duncansonr 
could a softwood kraft mill operating in Ontario today 
be converted to use hardwood furnish? 

A. The technology is I guess, in looking 
back, is fairly new. By that I mean it is within the 
last 15 years. However, it has grown further in 


importance because of the cost savings in producing 
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kraft pulp and I guess, more importantly, the market 
acceptance of hardwood kraft pulp. 
The actual machinery and the amount of 


investment required to convert hardwood kraft system 


6983 


over to a softwood, I don't know exactly what the total 


figure is in millions of dollars because, as I have 
explained all along, a kraft pulp mill is a massive 
chemical refinery. 

Toes quite evident that you would not 
have to put as much bleaching capability in. Most of 
the mills like Espanola and Dryden that are producing 
kraft pulp will run it on -- they separate the species 
and they will run poplar from 2 to 3 weeks or a month 
or maybe a quarter and then they will switch over to 
softwood. There is some change over required and 
recalibrating the machinery, not terribly expensive, 
but, you know, you have to change your cooking process 
times. 

THE CHAIRMAN: That is a system that can 


take both. What if it is a system that was designed 


only for softwood, is it a major capital expenditure to 


switch it over so it can accept both? 


MR. DUNCANSON: There is no textbook rule 


and I am not familiar enough with the Marathon Mill or 


the Terrace Bay Mill, which are the two other major 
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pulp mills, to ere that. I believe it is a fairly 
expensive procedure, and I would think that you would 
probably want to put in a new digester, your wood 
handling would have to be slightly different and, at 
the same time, your chemical process would change a 
joule 

So it would be in the neighborhood of 50- 
to S75=million. bute that’s (amsort sof farquitetee lat i caure. 

MS. BLASTORAH: Q. And just to clarify, 
Mr. Duncanson, I think in the beginning of that 
discussion you mentioned a conversion from a hardwood 
to a softwood pulp mill. I take it that you meant the 
other way around? 

MR. DUNCANSON: A. Yes, softwood to 
hardwood, sorry. 

Q. Thank you. Again, Mr. Duncanson, if 
you can turn back to Figure 1 at page 45. 

A. I have it. 

Q. Okay. Again, in relation to that 
figure, Mr. Campbell took you through that table and 
asked you in relation to each of the four 3-digit 
categories whether there is any competitive advantage 
because of the nature of wood available in the area of 
the undertaking. 


Do you recall that line of questioning? 
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Aree Y 6S, do. 

Q. Your response in some cases was yes 
and in some cases was no, and I think this was limited 
to the paper and allied segment of the industry? 

Ais. Yes* 

Q. Are there any other factors; that is, 
other than species availability, which contribute to 
competitive advantage? 

A. For the entire industry or -- 

Q. For the paper and allied sector? 

A. For the paper and allied. You know, 
again, you know, in generalities, you know, I would 
like to have a more specific question. 

Q. Okay. Well, as I understood Mr. 
Campbell's question and your response, he asked you 
specifically with regard to wood availability and the 
impact of that on competitiveness. 


A. It is a feature of competitiveness, 


yes. 

Oo. “Yess 

A. Wood availability. 

Q. Are there other features? 

A. You know, distance from market, 
energy -- amount of energy input, amount of labour 
input. 
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Oe sand eHose would also impact on 
competitive advantage; would they? 

A.» Yes. 

Q. Thank you. Again, Mr. Duncanson, 
under cross-examination by Mr. Castrilli yesterday you 
indicated that hardwood kraft pulp could be used to 
produce printing and writing paper. 

And I believe you gave us an example of 
the type of paper you were referring to, the sort of 
paper that we are writing on and reading from today; is 
thatyvcorrect: 

Awe Thateasecorngect. 

Q. Would you please turn to page 187 of 
the witness statement. 

A. wel have. it. 

Q. Okay. Would the type of paper you 
referred to in that response to Mr. Castrilli be 
included in the category of printing and writing paper 
to which the graph on page 187 refers? 

Az Dt "would: 

O. iTnhankeavour- 

MS. BLASTORAH: Those are my questions, 
Mr. Chairman. 

THE CHAIRMAN: Thank you. 


Mr. Campbell, were there any more 
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questions arising out of the information you got with 
respect to the breakdown of hardwood. and softwood? 

MR. CAMPBELL: No, Mr. Chairman, except 
that I would appreciate it if the witness could 
indicate whether in going through all of the mills that 
he did, all of the mills in Ontario, I had not bothered 
with that exercise because I assumed that they were -- 
all Ontario mills were captured in the statistics that 
“ose sentisicd with respect to paper and allied 
industries. 

I would just appreciate understanding 
whether or not that in fact is the case so we can rely 
on the breakdown that was provided on page 45. 

THE CHAIRMAN: I understood that the 
chart referred to those mills which were undergoing 
some form of capital... 

MR. CAMPBELL: No, I am referring to page 
45, Mr. Chairman. 

THE CHAIRMAN: Oh, I am sorry. 

MR. CAMPBELL: Which has the chart and 
the breakdown of the forest industry in Ontario paper 
and allied industries. I assumed - and I would just 
like to understand, because I am not clear following 
Ms. Blastorah's redirect - as to whether in fact this 


breakdown of paper and allied industries would 


Farr & Associates Reporting, Inc. 


Andersen,Duncanson,Coke . 6988 


encompass the economic activities associated with all 
of the mills in Ontario, whether they are undergoing 
expansion or not. 

MS. BLASTORAH: Mr. Chairman, just for my 
sake, if we could clarify my -- if Mr. Campbell is 
referring to my question as to whether the two lists on 
capital expenditures included all the mills, neither of 
those lists was the one on page 45. 

That's not his question, I take it? 

THE CHAIRMAN: No. I think what he is 
saying now is: Under the category paper and allied 
industries, does the information contained in the 
chart, Figure 1 at page 45, refer to all of the mills 
in their totality not just the ones undergoing capital 
expansions in the other charts; is that correct? 

MR. CAMPBELL: Yes, that's correct. 

MS. BLASTORAH: I know this was part of 
Mrs. Coke's evidence and I know it is Statistics Canada 
breakdown so maybe she can answer that question. 

MS. COKE: Okay. Yes, what this chart 
does is it is Statistics Canada's format for reporting 
basically the production of forest products industry. 

And, obviously, their categories are 
maybe slightly different than the categories that other 


people use, but it is -- when they look at an 
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establishment they say: What do you produce and, you 
know, basically they give oe, commodity a number and 
so they fit the commodities into the box. 

And so I guess the answer is: Yes, 
everything that is produced by the forest products 
industry should be captured in one of these boxes, 
okay? 

MR. CAMPBELL: So unless Ms. Blastorah 
wishes to clarify this further, I am assuming on the 
basis of this evidence that the economic activity 
that's associated with paper and allied industries as 
shown on page -- as shown under the categories that are 
shown on page 45, plus future capital expenditures or 
recent capital expenditures that won't be caught by 
Stats Canada data, together comprise all of the 
economic activity associated with paper and allied 
industries? 

MS. COKE: To the extent that these firms 
produce products that have been given a code that fit 
into this classification system, the answer is yes, 
okay? 

MR. CAMPBELL: Well, really, Mr. 
Chairman... 

MS. COKE: Maybe I can even go further. 


MR. CAMPBELL: Is there some lacuna here 
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that I am missing in all of this? Is there something 
that's just not there? 

MS. COKE: What we are comparing here are 
products and firms. So if a firm produces four 
different products, the Statistics Canada, as much as 
it is able, takes those particular products or, you 
know, so okay, 40 per cent pulp, 25 per cent newsprint 
and it tries to attribute those according to this 
classification. 

So I can see why it would be confusing, 
it is comparing companies and products and that's just 
the way Stats Canada reports it. 

THE CHAIRMAN: Can there be a situation 
where the company makes a product that Stats Can te 
attribute to a category? 

MS. COKE: No, and that's exactly where 
ene other paper, NES, or not elsewhere specified fits. 

MR. CAMPBELL: Thank you, Mr. Chairman. 

MS. BLASTORAH: Mr. Chairman, I think 
some of the confusion - maybe it is clear now - perhaps 
some of the confusion was arising from the fact that 
the table on page 45 really doesn't address -- capital 
expenditures has nothing to do with that. 

THE CHAIRMAN: Okay. I think the Board 


is clear and I think Mr. Campbell is clear. 
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MR. CAMPBELL: Yes. 

THE CHAIRMAN: OkKay. 

Thank you, ladies and gentlemen. We will 
adjourn until 8:30 tomorrow morning. 

MR. FREIDIN: No. 

THE CHAIRMAN: No, sorry, where are we? 

We are not adjourning until tomorrow 
morning, we are not going to sit, we are going on the 
site visit. I guess it is 8:30 we will be back here on 
Thursday morning. 

And those of you who are accompanying us 
Will be picking up the bus outside the Ramada Inn 
tomorrow morning; is that correct? 

MS. BLASTORAH: Yes, Mr. Chairman. 

THE CHAIRMAN: Panel, I think you are now 
discharged. Thank you. 

MS. COKE: Thank you. 

MR. DUNCANSON: Thank you. 
--(Panel withdraws) 
---Whereupon the hearing adjourned at 5:45 p.m., to be 


reconvened on Thursday, September ist, 1988, 
commencing at 8:30 a.m. 


(Copyright, 1985) 
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